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IMF and Russia 
reach outline deal 
on terms for extra 
$10bn-plus loan 

Russia and the International 
Monetary Fund have reached 
broad agreement on the term of an 
additional SIQbn to Sl5bn loan 
but the IMF said tough political 
decisions still needed to be taken 
very soon. Russia’s chief financial 
negotiator Anatoly Chubais said 
outstanding differences might be 
resolved by the and of the week, 
but currency, bond and share 
prices still fell heavily. Page IS; 
Capital markets. Page 24 

Palestinians get more UN rights 
The UN general assembly Ignored 
US and Israeli objections and 
approved a resolution extending 
Palestine Liberation Organisation 
rights at the UN. Page 4 

New move in Belarus dispute 
Belarus has told foreign envoys 
with residences In a desirable part 
of the capital to remove aH furnish- 
ings or the buildings will be seized, 
the US State Department said. 

Berittsconl found gutty 

Italian opposition leader Silvio Ber- 
lusconi was found guilty of corrup- 
tion and sentenced to two years 
and nine months in jail by a Milan 
court Magistrates had said com- 
panies in his FWnvest media, retail 
and property empire paid L380m 
($213,000) In bribes to tax police 
between 1939 and 1991 In return 
for easy audits. Page 3 

UK pays high price for ifia8a8a 

The cost of clearing up Britain's 
m ad-cow disease crisis Is set to 
top $5.5bn, an Independent spend- j 
ing watchdog said. The crisis 
started In March 1996 when scten- ! 
lists announced a possible Bnk 
between the animal brain disease 
BSE and Its human equivalent 
Page 10 

Shake-up for French military 
France Is to reorganise Kb armed 
forces, dosing several military 
installations. The net job loss over 
the next four years la estimated at 
7,000. Page 2 

Ukraine elects speaker at test 
Ukraine's parliament elected a 
speaker at its twentieth attempt 
breaking a deadlock that has 
blocked market reforms In the for- 
mer Soviet republic. 

Turkey's leaders seek truce 
Turkey’s civilian leaders want a 
truce with the secularist military 
who criticise the government for 
doing too flttie to combat the 
Islamist movement. Page 3 

Museveni on peace mission 

Ugandan president Yaweri Muse- 
veni visited Ethiopia as the latest 
emissary to try to stop the coun- 
try’s two-month border conflict 
with Eritrea. 

Poor prospect for Kashbnofo 
Japan's ruling Liberal Democrats 
are likely to do badly in Sunday's 
national elections, opinion polls 
Indicate. If they are right, prime 
minister Ryutaro Hash'mnoto could 
come under pressure to resign. 

French yachtsman breaks record 

A French yacht skippered by Chris- 
tophs Auguln crossed the Atlantic 
in nine days and 23 hours, break- 
ing the previous sailing record by 
more than a day. 

Ffez from the deep 

Divers reached a critical stage in 
preparations to salvage a cargo of 
vintage champagne and cognac 
from a ship which sank In the Bai- 
lie Sea In 1916. Swedish treasure 
hunter Claes Bergvall said the 
wreck of the Jonkoplng could be 
brought to the surface today. 
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Virgin Express 
plans to move HQ 
to Ireland to cut 
high labour costs 

Virgin Express, the Brusaela-bsBad 
low-cost airline, plans to move to 
Ireland to escape Belgium’s high 
labour costs and what K regards as 
excessive government and union 
Interference. Page 17; Virgin buys 
rest of Our Price, Page 22 

PltUpp Hotzmann. the German 
construction group, said it was on 
the way to restoring profitability 
after a dramatic restructuring. 

Page 17 

KLM, Dutch flag carrier, saw Its 
shares jump 6.9 per cent after it 
agreed a buyback worth some 
FI 765m ($375m) far the 12 per 
cent of Its ordinary equity owned 
by the government Page IB 

Pro Sfetren, German media 
company, la to link with rival RTL, 
a subsidiary of CLT-Ufa, in a joint 
venture, to be called Femseh-AG 
Schweiz, in Switzerland. Page 18 

London's Heathrow airport told 
regulatory authorities it win need at 
least two years to transfer take-off 
and landing Biota given up by Brit- 
ish Airways and American Airlines 
In return for the approval of their 
planned a] Ranee. Page 16 

Royal Bank of Scotland recruited 
Fred Goodwin, the head of the 
Clydesdale Bank, the Seotteh sub- 
sidiary of National Australia Bank, 
to be Its deputy chief executive. 
Page 22 and Barclays reshuffle 

Gomstar, an Innovative television 
technology company, has been tar- 
geted for takeover by John Malone 
and Rupert Murdoch, two of the 
US media Industry's most aggres- 
sive dealmakera. Page 17; 
Observer, Page 15 

Bank of New York has agreed to 
buy the UK-baaed Institutional cus- 
tody and unit bust trusteeship 
business of Coutts & Co. the 
National Westminster Bank subsid- 
iary. Page IS 

Coca-Cola hit back at camptafrits 
that It has been abusing its market 
position in Italy by coming to 
exclusive agreements with whole- 
salers. Page 2; Coca-Cola wars, 
Paga4 

Chancellor Metis sharpened its 
attack on local advertising markets 
In the US with the addition of 12 
television stations to Its core ratio 
business. Pago 21 

Eduardo Cojuangco. business 
associate of the late president 
Ferdinand Marcos, was elected 
chairman and chief executive of 
San Miguel after an absence of 12 
years. The news pushed shares In 
the Philippine food and beer group 
down 7 per cent Page 17 

Mssan Diesel became the second 
Japanese truckmaker this week, 
after Hino Motors, to announce K 
was considering temporary lay- 
offs. Page IB 

Patrons. Malaysia's state-owned 
oil company, lifted sales by 212 
per cent last year to RM35bn 
(SB.4bn). Page 18 

George Soros, the financier, and 
Daewoo, the Korean Industrial 
corporation, might Join Kaiser 
Aluminum of the US to bid for 
Venezuela's troubled aluminium 
complex. Page 21 
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London and 
Frankfurt 
exchanges set 
for alliance 

Move lays foundations for pan-European 
bourse and marks U-tum for LSE policy 


By Bewya Graham and Strom Dairies 

Hie London and Frankfurt stock 
exchanges yesterday laid the 
foundations for a pan-European 
stock market after agreeing to s 
far-reaching strategic alliance. 

The move ends a bitter war 
between the two exchanges for 
supremacy in Europe's rapidly 
converging financial markets. 

It represents a sharp reversal 
of policy for the London 
exchange, which has until 
recently rebuffed any suggestion 
that it should co-operate with 
other markets. 

The announcement surprised 
the Paris stock exchange, which 
had been working on plans tor 
co-operation with Frankfurt and 
appears to be left in the cold by 
the new Anglo-German alliance. 

Gavin Casey, chief executive of 
the London Stock Exchange, said 
the two exchanges hoped other 
European bourses would join the 
new grouping, but had decided 
they needed to get the ball 
rolling first 

"The view we came to was that 


it needed a nucleus, It needed 
two partners to drive it forward, 
and after that we can talk to oth- 
ers," he said. 

John Kemp-Welch. chairman of 
the LSE, said the new partner- 
ship between London and the 
Deutsche Bdrse was “the first 
step towards the creation of a 
single European market for lead- 
ing stocks”. 

London and Frankfurt are to 
start work Immediately on set- 
ting up a common access package 
to allow the shares of the top 300 
European companies to be traded 
on either exchange. 

They plan to harmonise their 
market rules, accounting stan- 
dards anrf conventions, and 
eventually to build a single elec- 
tronic trading system. 

The announcement was 
greeted with almost universal 
applause from investment banks, 
regulators and investors in 
Europe. Michael Marks, execu- 
tive chairman of Merrill Lynch 
Europe, said: “This Is ground- 
breaking stuff and I don't think 
there is any way back." 



Dr Warner Stef art. Deutsche BOrse chief (left} and the LSFa Gavin Casey at yesterday's announcement Dawd Ahmed 


Large fund managers have 
already begun to treat Europe as 
a single market for investment 
purposes, and this should acceler- 
ate with the euro's launch next 
year and the development of pri- 
vate pensions across the conti- 
nent over the next decade. 

Werner Seifert, chief executive 
of Deutsche BOrse, said that as 
these forces created a global capi- 
tal market, the alliance with Lon- 
don was “a logical answer to the 
marginalisation of national and 
local financial centres”. 

But doubts remain over 
whether it will be possible to 
translate the strategy into real- 


ity. "It’s a very constructive step 
in the direction or integrated 
European stock markets but the 
devil is In the detail, and there is 
a lot of work to be done," said 
Paul Arlman, secretary -general of 
the Federation of European Stock 
Exchanges. 

London's market capitalisation 

- £l,25lbn at the end of last year 

- is more than twice Frankfurt's, 
though German domestic equity 
turnover Is higher, and the two 
together would rank second only 
to the New York Stock Exchange. 

By January 4, the first trading 
day next year, LSE and Deutsche 
Borse hope to have established a 


“single point of liquidity" for 
trading in the shares of German 
and UK blue chip companies. 

Ultimately, tbai may mean an 
electronic link allowing traders 
to access either market through a 
single terminal, but exchange 
executives acknowledge that will 
be hard to achieve in six months. 
Initially, they may go no further 
than removing large German 
companies from the London trad- 
ing system, and vice versa. 

Editorial Comment Page 15 
Europe's big bang, Page 15 
Lex, Page 16 
Analysis, Page 20 


Nigeria’s Abiola dies amid freedom talks 


By ow tetarrottoradaaff Military reports dissident's cardiac arrest after meeting officials 


Chief Moshood Abiola, the 
millionaire businessman who 
claimed to be Nigeria's rightfully 
elected president, died yesterday 
in the middle of negotiations to 
secure his release from jail. 

His death, announced in on 
official statement by the Nigerian 
military government, could 
inflame passions in the volatile 
political atmosphere in the 
country since the death of Gen 
Sani Abacha, the former military 
ruler, just one month ago. 

According to the statement, 
Chief Abiola died of an apparent 
cardiac arrest after being taken 
ill at a meeting with Nigerian 


and US government officials. 

The US delegation, led by 
Thomas Pickering, under- 
secretary of state, had arrived 
yesterday to discuss arrange- 
ments for a return to democracy 
in Nigeria with Gen Abdulsalam 
Abubakar, the new head of state. 
Chief Abiola's release from deten- 
tion was seen as an essential con- 
dition for that process. 

His sudden death Is likely to he 
interpreted by his supporters - 
above all among the Yoruba 
people of Lagos and south-west- 
ern Nigeria - as anything but 
death by natural causes. 

However, the government 


immediately promised to order a 
post mortem, if his family would 
permit il. 

Negotiations for his release 
centred on his willingness to 
abandon his claim to the presi- 
dency, based on his presumed 
victory in civilian elections in 
1993, which were annulled by the 
then military government 

Although Chief Abiola had 
agreed tD renounce his claim, 
according to Kofi Annan, the UN 
secretary general, who met him 
last week, his supporters were 
furious at the decision and were 
campaigning for his uncondi- 
tional release. 


Indonesia’s GDP falls 
12% in six months 


THAMESLINK 


Abiola. 60. made hi6 fortune in 
Nigeria in the media and tele- 
communications. and was a r’ose 
associate of Brig Murtala 
Muhammad, the country’s mili- 
tary ruler in the mid-1970s. 

However, he was jailed by Gen 
Abacha in 1994 after insisting 
that he was the country's rightful 
president. Gen Abacha then 
embarked on a new attempt at 
transition to civilian rule, under 
which he would have been the 
sole candidate for president at 
elections next month. 

He died suddenly on June 8. 
aborting the process. 

His successor. Gen Abubakar. 


Bedford 9 
Rrtwick9 


has rapidly embarked on a pro- 
cess of attempting to normalise 
the ostracised military regime's 
relations with rbe rest of the 
world. 

The oil-producing nation, the 
most populous country in Africa 
with more than 100m people, has 
been subjected to selective sanc- 
tions because of its treatment of 
political dissidents. 

Gen Abubakar had already met 
Mr Annan and Chief Emeka Any- 
aoku, the secretary -general of the 
Commonwealth, before Mr Pick- 
ering's visit in an effort to have 
those sanctions lifted. 

He had already ordered the 
release of most prominent politi- 
cal prisoners. 


By Sander Theatres In Jakarta 

Indonesia’s gross domestic 
product fell 1223 per cent in the 
first half of 199S compared with 
the same period last year, mark- 
ing what one World Bank official 
called ths most dramatic eco- 
nomic collapse anywhere in 30 
years. 

The Central Bureau of Statis- 
tics forecast a GDP decline of 
13,06 per cent for the full year, 
the first fall since 1863, and took 
note of a sharp acceleration in 
the economy’s slide In the second 
quarter, blamed in part on riot- 
ing in May that forced farmer 
president Suharto to resign. 

“We were looking for prece- 
dents and we could not find any 
- at least not in the recent eco- 
nomic history of the post-second 
world war,” said Jean-Michel 
Sever ino, the World Bank vice 
president for East Asia and the 
Pacific. 

The closest examples were 
some former Soviet republics, hut 
their economies deteriorated 
steadily for several years. 

The gloomy economic news 
came as Indonesia's new presi- 
dent, B-J. Habibie, called on the 
country's largely Moslem popula- 
tion to fast two days a week to 
save on rice consumption. 

In spite of a bad harvest, the 
World Bank and other Institu- 
tions say there Is enough rice but 
distribution has deteriorated. 
With nearly half Indonesia's 
200m people living below the pov- 
erty line, many people may not 


be able to afford basic food. Out- 
put in the automotive and elec- 
tronics sectors recorded the most 
dramatic fall in the first six 
months, down 55 per cent year- 
on-year. Construction fell 36J per 
cent over the same period. 

Only plantations, fisheries and 
forestry rose as export revenues 
were boosted In rupiah terms by 
the currency's fall from Rp2,400 
per dollar to Rpl4,7D0 now. 

The statistics bureau suggested 
the economy was bottoming out 
but economists and bankers 
remained pessimistic. 

One Western banker said many 
Indonesian companies enjoyed a 
short window or opportunity on 
exports in the first half, as their 
imported stock of raw materials 
and spare parts were bought at 
high rupiah exchange rates while 
they exported at low rates. 

Mr Severino said he was 
"pretty optimistic” that Euro- 
pean countries would contribute 
to a new $4bn-$6bn loan package 
from bilateral and multilateral 
lenders, designed to close Indon- 
esia's budget deficit and allow 
government funding of a basic 
social safety net, education and 
food provision. Indonesia already 
has a $43bn IMF-designed rescue 
package. 

Indonesia’s lenders are to meet 
on July 29 and 30 to put the pack- 
age together but US and Euro- 
pean diplomats indicated there 
was little enthusiasm for addi- J 
tiao&l money, which would leave 
much of the burden to Japan and 
the World Bank. 
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German jobless rate continues to fall 


By Peter Norman fa Bonn 


German unemployment fell 
by a seasonally-adjusted 

49.000 last month after a 

68.000 decline In May. The 
latest drop provided more 
evidence of a broadening 
economic recovery, albeit 
one that fell short of the gov- 
ernment's politically moti- 
vated claims of economic 
success. 

Yesterday's news that sea- 
sonally adjusted unemploy- 
ment fell to <L27m last month 
contrasted with the “head- 
line” or unadjusted fall of 

122.000 to 4.08m in June 


announced by Otto Hauser, 
government spokesman, last 
Friday. 

While the federal labour 
office confirmed that Ger- 
many's unadjusted jobless 
rate fell to 10.5 per cent in 
June from 109 per cent in 
May. the Bundesbank's sea- 
sonally adjusted data 
painted a less buoyant pic- 
ture of unemployment fell- 
ing to 11 per cent from ii.2 
per cent last month. 

Bernhard Jagoda, the 
labour office president, also 
chose to depict Germany's 
labour market in a less flat- 
tering light Oran the govern- 


ment, which forecasted that 
unemployment would fall 
below 4m later this year. 

Criticising the government 
far its partial disclosure of 
favourable data in advance, 
Mr Jagoda warned that 
“much still has to happen” 
before the forecast is met 
He painted out that unem- 
ployment usually rises in 
July and August for seasonal 
reasons. 

Easton Germany’s labour 
market remained a problem, 
even though Mr Hauser said 

yesterday there was a- clear 
change of trend in the 
region. The Bundesbank’s 


seasonally adjusted figures 
put eastern German unem- 
ployment at 18.1 per cent, 
nearly twice the west's 92 
per cent rate. 

According to Mr Jagoda, 
about 40,000 of last month’s 
h awiitna drop in unemploy- 
ment reflected work schemes 

which are concentrated in 
the new lender. 

However, Mr Jagoda said 
there was “no longer any 
doubt” that unemployment 
had peaked in western Ger- 
many. Figures for April also 
showed a slight increase In 

seasonally-adjusted employ- 
ment, although the month's 


employment total of 33.7m 
was stfll about 150,000 below 
the level of a year earlier. 

Two separate surveys 
suggested yesterday that 
Germany's recovery would 
continue. The German cham- 
bers of industry and com- 
merce (DEHT) forecast a 9 
per cent increase in exports 
this year despite the Asian 
crisis. 

The Munich-based Ifo eco- 
nomic research institute said 

it expected west German 

industry to increase Invest- 
ment this year by about io 
per cent after only 2 per cent 
last year. 


But the federal economics 


ministry's latest snapshot of 
industrial activity provided 
a mixed picture. 

The May data, which were 
published yesterday, showed 
a 0-9 per cent seasanaBy-adr 
justed increase In overall 
industrial output, including 
construction and mining, 
after a fall of L3 per cent in 
April. 

Using the ministry's pre- 
ferred two-month figures, 
which are intended to iron 
out Irregularities, production 
in April and May fell about 
0.5 pm- cent from February 

and March. 


Coca-Cola 

denies 

antitrust 

allegations 

By James BGtz in Roma 

Coca-Cola hit back yesterday 
at complaints that it had 
been abusing its market 
position in Italy by ooming 
to exclusive agreements with 
wholesalers, stating that its 
operations were fully In line 
with Italian and European 
Union law. 

As Italy's antitrust author- 
ity launched a formal inves- 
tigation into claims that 
Coca-Cola was guilty of anti- 
competitive practices in the 
Italian market, the compa- 
ny's Milan headquarters said 
the group was “very calm” 
about the allegations. 

Coca-Cola, based in 
Atlanta, is to make a formal 
response next month to the 
investigation after accusa- 
tions from main rival Pepsi 
that the group has been 
“obstructing access to sales 
lines by its competitors”. 

The antitrust authority 
said earlier this week that 
Coca-Cola bad historically 
enjoyed an 80 per cent share 
of the Italian cola market, 
six times larger than that of 
its closest competitor. 

But according to the regu- 
lator. Pepsi said Coca-Cola 
and its bottling agents were 
maintaining their position 
by rewarding wholesalers 
with end of year bonuses 
and loyalty agreements if 
they agreed to carry only 
Coke products. This meant 
Coca-Cola could effectively 
block distribution of other 
beverages to retailers. 

“We are working with the 
antitrust body over the 
case,” said a spokesman for 
Coca-Cola yesterday. “We 
believe we are fuliy in line 
with Italian and EU law.” 

The antitrust authority 
bad become more effective 
as Italy tried to fall in line 
with EU competition law. 
However, a spokeswoman 
for the group said that of 47 
investigations into abuse of 
market power last year, just 
four had resulted in allega- 
tions being upheld. 

“This does not mean that 
there was no case to answer 
in some of the other 43 
cases.” said a spokeswoman 
for the authority. 

“Often we try to get things 
changed by means of moral 
persuasion rather than 
heavy-handed application of 
the law." 

Coca-Cola has business 
volumes of about L2,500bn 
($L4bn) per year In Italy and 
some 3,000 staff. The case 
against the company needed 
to be closed with a decision 
by December 18. If the alle- 
gations were upheld, Coca- 
Cola could face a fine from 
the Italian authorities. 

In recent years, both the 
French and Venezuelan 
authorities had fined Coca- 
Cola over auti-campetitive 
practices. 


French armed forces face shake-up 



NEWS DIGEST 


ECB BOARD MEETING 


By Robert Graham io Paris 


France is to reorganise its 
armed forces with extensive 
closures and concentration 
of military installations 
throughout the country. 

The 335 measures, 
unveiled yesterday by the 
defence minister, Alain Rich- 
ard, are the second phase of 
a programme initiated by 
the previous conservative 
government In 1996 Presi- 
dent Jacques Chirac decided 
to end conscription and rely 
on a fully professional mili- 
tary force. 

The defence ministry puts 


the net job loss over the next 
four years at around 7,000. 
But the losses are unevenly 
spread among the regions 
and are likely to provoke 
strong protest despite gov- 
ernment pledges yesterday 
of FFr3 J>bn ($574m) in aid. 

The announcement of the 
shake-up coincided with con- 
firmation that Giat, the trou- 
bled state-owned armoured 
vehicle and monitions 
group, would shed a third of 
its 10200 workforce over the 
next four years. 

Five of Gist’s 14 plants 
will be closed or sharply 
scaled down to cope with a 


reduced workload and 
increased international com- 
petition. Some 3200 jobs win 
be cut 

The government is offer- 
ing generous early retire- 
ment packages, but unions 
yesterday organised protests 
Including the occupation of 
the group’s Paris headquar- 
ters. The main source of Giat 
employment is the Lee I ere 
battle tank, currently pro- 
duced at a loss. 

The government's aim is 
reduce the armed forces by a 
third from 577,000 last year 
to 434,000 by 2002. This will 
involve the amalgamation of 


more regiments and a sub- 
stantial increase in wage 
costs for the armed forces. 

Although Mr Richard is 
committed to honouring 
budget commitments Inher- 
ited from the previous gov- 
ernment, the reliance on a 
volunteer force will further 
squeeze capital spending as 
the FFrlOGbn annual operat- 
ing costs rise. 

The scaling down of the 
military machine es uwwHany 
comes through the phasing 
out of conscription. But the 
numbers will also be shrunk 
through concentrating com- 
mand structures, closing 


some training facilities, and 
centralising logistics and 
mectfoai fan flWpg 
At the same time the navy 
will be slightly cut, with the 
aircraft carrier Focb and 
three frigates decommis- 
sioned. Migfwfominrw Wfli be 
centred on Brest, Cherbourg 
and Toulon. The air force 
will see two squadrons of 
Jaguars based at Saint-Dizier 
taken out of service by 200L 
These cuts will be offset 
over the next four years by 
hiring 68,800 civilian and 
military personnel to create 
a professional and more 
mobile military. 


Poland’s ‘peasants’ set the pace as 
they prepare to enter EU market 


Some farmers have 
been quick to rise 
to the challenge of 
accession, writes 

Stefan Wagstyf 
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ith a mobile phone, a 
Mercedes and a maths 
degree, Henryk 
Skrzydlewski is a most 
unusual Polish peasant 

Together with three 
friends in the village of Nie- 
gardow, in central Poland, 
he runs a fruit and vegetable 
wholesaling business, selling 
their own produce and that 
of hundreds of local growers. 

Potatoes, apples, cabbages 
and cauliflower are their sta- 
ples, exported to other east- 
ern European countries or 
sold to the supermarkets 
which are rapidly expanding 
across Poland. Mr Skrzyd- 
lewski. who studied at 
Poland’s top university in 
Krakow before deciding to 
return to his family's 10- 
hectare farm, says Polish 
farming has a fixture in 
adopting modern commer- 
cial methods. “Polish tann- 
ers have no reason to give 
up. But they must change to 
survive entry Into the EU." 

As 39-year-old Mr Skrzyd- 
lewski says, European Union 
accession presents Polish 
agriculture with Its biggest 
challenge since the imposi- 
tion of communism after the 
second world war. Efficient 
formers will have the chance 
of entering into one of the 
world’s largest agricultural 
markets. The less efficient 
will struggle to survive. 

For Brussels, integrating 
Polish fonning into the sin- 
gle market and the costly 
complexities of the Common 
Agricultural Policy is possi- 
bly the single most difficult 
element In the EtTs east- 
ward expansion. 

Some EU farmers com- 
plain that they may be 
swamped by cheap eastern 
European produce. Others 
protest that the impover- 
ished east will swallow a dis- 
proportionate share of EU 
agricultural funds- 
For their part, eastern 
European farmers resent 
suggestions they should be 
excluded from the payments 
lavished on their western 
counterparts. Jacek Jani- 
szewsiri, Polish agriculture 
minister, said: “Polish form- 
ers must be treated exactly 
the same as their western 
counterparts." 

Brussels will not finally 
decide its policy until the 



Poland's farmers accept they wfl have to make changes to comply with EU redes 


adoption erf Agenda 2000, the 
EITs enlargement reform 
programme. However, the 
EU is not planning to pay 
compensation payments to 
eastern European formers 
before 2006. But the EU has 
set aside funds for pre-acces- 
sion reform In eastern 
Europe and Poland is asking 
Brussels to finance about 
half an Ecul,050bn (Si, 143b n) 
preaccession form moderni- 
sation plan. 

EU officials have hinted 
that eastern European farm- 
ers can expect a transition 
period of several years from 
EU accession before qualify- 
ing for CAP benefits - as 
happened with Spain, Portu- 
gal and Greece. 

Nikolaus van der Pas, 
head of the the European 
Commission's enlargement 
task force, said: "It is very 
unwise to talk of revolution 
in east European far ming 
and frighten people.” 

Nevertheless, Polish form- 
ing is already preparing fas- 
ter for EU entry than many 
western farmers expected. 
Unlike Hungary and the 
Czech Republic, where much 
land was collectivised, 
Poland remained predomi- 
nantly a country of peasant 
smallholdings. There are 
about 2m forms, more than 
the rest of central Europe 
combined. Agriculture 
accounts tor 27 per cent of 
employment, compared with 
just 7 per cent in Hungary 
and 5 per cent in the Czech 
Republic. Most peasants are 
worried about the future, 
fearing capitalism as much 
as communism. 

Alfred Maracha. riwimian 


of the village council at Pale- 
cznica, near Mr Skzzydlews- 
ki’s form, said: “The best 
people leave for the cities. 
The weak stay on the farms. 
If this didn't happen, our sit- 
uation would be different" 

Yet as Mr Skrzydlewski’s 
example suggests, all is not 
lost for Polish fonning. The 
national data conceal impor- 
tant regional differences and 
growing evidence that a 
small but Important minor- 
ity of producers can survive 
accession into the EU and 
even prosper under its rules. 

The agriculture ministry 
estimates that some 300,000 
farms are already run on 
commercial lines. Given 
clear guidelines about EU 
and Polish policy, they are 
ready to modernise to meet 
western European standards. 


M 


any are concentrated 
in large forms of 100 
hectares and mare in 
the north and west, parts of 
which were German terri- 
tory until 1945. Some have 
already brought in foreign 
investment, technology and 
management skills, notably 
in pig forming, where Dan- 
ish companies are active. 
But even among the small 
farmers in the south and 
east there are successful 
commercial entrepreneurs, 
producing fruit and vegeta- 
bles which can be farmed 
profitably on small lots. 

At the other extreme, 
about lm formers play little 
part in the commercial econ- 
omy, producing output 
worth lees than 1,600 zlotys 
(S830) a year for the market 
Everything else Is consumed 


within the family or sent to 
relatives. These peasants are 
the backbone of rural 
Poland, with their loyalty to 
the land, the nation the 
Roman Catholic church. But 
they are also responsible for 
their share of social prob- 
lems, including consumption 
of legendary amounts of 
alcohol. 

Even Roman Wierzbicki, 
the chairman of Rural Soli- 
darity, the conservative 
formers' onion, concedes 
these farms must consoli- 
date if they are to operate as 
commercial enterprises and 
the owners encouraged to 
take up non-form jobs. 

The process is already in 
train, with the number of 
forms having fallen by over 

100.000 since 1988. But Mr 
Wierzbicki says change can- 
not be rushed. “Poland can- 
not enter the EU at the price 
of sacrificing its peasants." 

In between the two 
extremes is a broad range of 

800.000 semi -commercial 
fanners, who must either 
modernise or seek other jobs 
to supplement incomes. 
Maria Karas ins ka-Fendl er . 
acting vice-chairman of gov- 
ernment’s centre to strate- 
gic studies, says: “Those in 
the middle must either go 
into commercial farming or 
die away naturally." 

Mr Skrzydlewski contends 
that farmers should not 
bank too much on support 
from either Warsaw or Brus- 
sels. They should seek salva- 
tion in their own efforts. 
“The less politicians are 
involved the better. It will 
turn agriculture into a nor- 
mal commercial activity." 


Brussels funds debacle attacked 


By Christopher BobmsJd 
fa Warsaw 


Poland's government came 
under fire from an influen- 
tial former prime minister 
yesterday for foiling to draw 
conclusions from a debacle 
in which the European Com- 
mission cut aid funds to 
Poland because its proposed 
projects were ffl-pre pa ra f . 

Tadeusz Mazowiecki, also 
the chairman of a parliamen- 
tary committee on European 


Union integration, implied 
procedures had yet to be put 
into place to prevent a repe- 
tition of the problem. 

The European Commission 
cut the Ecu212m ($231m) 
allocated to Poland under 
the Ell's Phare programme 
by Ecu34m two months ago 
on the grounds that the pro- 
jects were out of line with 
EU Priorities. 

The Polish government 
later sacked Slawomir 
Zawadzkt a deputy minister 


who was responsible for 
co-ordinating Phare pro- 
grammes, in response to the 
move by Brussels. 

Mr Mazowiecki, who Is an 
influential figure In the Free- 
dom Union, the junior ruling 
coalition partner, said: “It is 
a glaring fact that two 
months after Mr Zawadzld’s 
departure, his post has still 
not been filled.” 

Mr Mazowiecki also 
referred to the resignation 
this week of Antoni Kamin- 


ski, who had bees charged 
with overseeing the Phare- 
funded institutional reforms 
which Poland had to make 
to qualify for EU member- 
ship. 

Mr Kaminski is reported to 
have resigned because he 
found was getting insuffi- 
cient support from the EU 
Integration Committee pre- 
paring Poland for EU mem- 
bership. Mr Mazowiecki 
urged a replacement for Mr 
K a min s k i be found speedily. 


Paris may 
trade 
Tsarist 
bonds 

By Astrid W end ta odt in Moscow 

The Paris bourse is 
considering resuming the 
quotation of Tsarist bonds, 
the Russian public imperial 
debt securities repudiated by 
the Soviet government after 
1917, enabling investors to 
speculate about their final 
redemption value. 

A bourse official said 
French bondholders were 
eager to trade their yellow- 
ing bonds, some of which 
date back to 1832, before the 
end of this century when the 
French government is due to 
redeem their value. But he 
could not give a precise 
timetable for the move. 

“Masses of French holders 
of these bands are asking for 
the quotation to resume," 
said Jean-Marie Lattes, 
administrator of the Group 
of Holders of Russian Securi- 
ties, which claims 9,000 
members. 

Tsarist bonds, whose popu- 
larity in France reached a 
peak at the turn of the cen- 
tury, helped Russia finance 
the construction of the 
trans-Siberian railway. 

Once the Tsarist debts are 
settled, Chinese imperial 
bonds, which were also repu- 
diated by a Communist gov- 
ernment, will be the last his- 
torical debt of this kind 
remaining to be honoured. 

Last Saturday, the French 
government began the first 
post-war census of Tsarist 
bondholders, bringing own- 
ers one step closer to reim- 
bursement. Information 
about the number of holders 
will allow the French gov- 
ernment to determine the 
redemption value of the 
bonds, many oC which have 
been handed on from genera- 
tion to generation or traded 
as curiosity items. 

The census, to be com- 
pleted by next January, will 
pave the way for the French 
government to carry out flip 
payments, expected to be 
settled by 2000, an official at 
the French finance ministry 
said ■ 

The quotation of Tsarist 
bonds by the Paris stock 
exchange was suspended in 
November 1996, one day 
before France and Russia 
reached the landmark accord 
settling their mutual debts, 
to avoid insider trading. 

Russia pledged to pay the 
French government 1400m 
by the end of the decade, to 
be disbursed in $50m 
tranches every February and 
August. France has already 
received 4150m and is to get 
another ¥&0m next month 
despite the Russian govern- 
ment's financial crisis. 

“The Russian government 
will pay back all its debts, 
fully and on time,” said 
Alexei Smirnov, head of the 
Russian finance ministry for- 
eign debt department. 

The redemption amount 
will represent only a s m a ll 
fraction- of file J2bn French 
bondholders bad asked for. 
Prior to its suspended quota- 
tion, the average Tsarist 
bond was traded at a price of 
25 francs ($& 


Bank expected to agree 
low reserve ratios 

Otwaroore-bf fat European Central Barit were expected to - 
vote af their meeflnfl yesterday fa tavour of a mtoiinurn^ 
reserve system wfth reserve ratios pitched at relatively low 
levels. 

The second meeting of the governing board In Frarfourt 
was discussing whether to introduce mfokmini res«v® 
requirements - deposits that the central bank extracts tom 
comm er cial banka as a monetary control device. Governors 

wereafcotodfecusswhetfterttobanksshouMw osfeefater- 

est payments on tbeir deposits as a means of compensation. 

Wkn Duisenberg, ECB president, wS announce the deciai oo 
at a news conference today. The banking indust ry opp oses 
minimum reserves because they constitute a de facto tax on 
banking activities. 

Central bankers favour the system as a secondary policy 
instrument to fine-tune liquidity in the economy. While mini- 
mum reserves havB lost much of their Importance as a mone- 
tary policy tool in recent years, monetary officiate say they 
could enjoy a revival because the euro-zone may need adcS- 
tional flexibility after European interest rates converge to a 
single level. Wolfgang MOnchau, Frankfort 

GERMAN MONOPOLIES REPORT 


Deregulation criticised 

Germany's Monopolies Commission yesterday condemned 
the government's record on market deregulation. 

Speaking at a press conference after the presentation of 
their report to GOnther Raxrodt, the economics minister, com- 
mission members were particularly critical of the £pvero- 
menfs refusal to privatise state and local authority banks, 
which gave these banks an unfair advantage over their private 
competitors. 

The commission, an bidependent advisory board headed by 
professor Carl Christian von Weizsacker of Cologne Univer- 
sity, also cafled for liberalisation of tightly regulated markets 
for small craft-based businesses and health services. Rules 
prohibiting craftsmen from starting in business without first . 
obtaining special qualifications presented an obstacle to fur- 
ther job growth, the commission said. 

Recent efforts by the gover nm ent to Bberalise the markets 
for postal services and power were also criticised. 

However, the board expressed satisfaction at Germany's 
progress in opening its telecommunication market to competi- 
tion. Tobias Buck, Bom 


GERMAN LANGUAGE 


Parents drop grammar suit 

The parents of two school-age children have withdrawn their 
lawsuit against ch a nges in German grammar just one week 
before the Constitutional Court was to rule on it 

Gunda Dtercks-Ebner and Thomas Eisner, from the north- 
ern dty of LQbeck, had complained that a decision to teach 
new German gran mar in schools from August 1 violated thek 
rights on how to raise their children. 

Their lawyer, Thomas Schuller, said his clients had with- 
drawn their complaint after the Munich-based Focus maga- 
zine reported on Monday that the court had already decided 
to reject it Focus, quoting sources in Bonn, said the court 
had decided that the grammar reforms, agreed by Austrian, 
German and Swiss officials in July 1996, were a reasonable 
development of German writing. 

Despite the withdrawal of the complaint, the court could stiB 
role an the case next Tuesday as planned, because it has 
already discussed It and because of the heated pub Be debate 
over the planned grammar changes. They include shorter 
compound nouns, consistent spellings, fewer comma rules 
(nine instead of 52) and eliminating the the "beta s". which 
stands for a double s. AP, Frankfurt 


ICE CREAM WARS 


Reprieve for Unilever 

Unilever’s ice cream marketing practices in Ireland have been 
granted a temporary reprieve by the European Union’s junior 
appeal court. The president of the Court of First Instance, sit- 
ting in Luxembourg, yesterday suspended the European Com- 
mission's decision banning the provision of dedicated freezer 
cabinets to retailers in the Irish market. 

The decision means HB, Unilever's Irish subsidiary, can 
continue to exclude competitors' products from freezers it 
supplies to shops In Ireland pending a hearing of its a ppeal 
against the firing. The court said forcing Unifever to end the 
practice before the appeal was heard could cause the Angto- 
Dutch group "serious and Irreparable damage". 

Mars, the US confectionery group which first raised the 
issue with Brussels in 1991, said it regretted the setback hi its 
long-ru nning campaign. “This latest court decision demon- 
strates yet again and very dearty that under today’s EU legal 

defend a hi 9Ny profitable anti-competi- 
tive practice than to attack It in the Interests of consumers. " 
Mars said. John WBtman, Consumer Industries Editor 

AEGEAN TENSIONS 
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Turks protest over islands 

SrtSi raiStarisation of islands in thT 

eastern Aegean m violation of International treaties. 

was catted h o' 1 Monday 
fo ^ Sn " 1 !? stry ft* 3 Protest over the station- 
2S Greek islands near the Turkish coast, 

*** reportars - , ™ behaviour by 
tensions." he said. “Every coun- 
try has a right to enforce its own defence policy." 

&®^adm»feto^rifeoning the islands despite signinga 
treaty intended to achieve the contrary. But it savs this is bi 

not remain incM^nt,- «, *£eiL< 
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Customers warned on bills 
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Turkish ministers 
bow to the generals 


By John Barham in Ankara 

Turkey's civilian leaders 
have asked for a truce in 
their dispute with the power- 
ful secularist generals who 
are criticising the conserva- 
tive-led government for 
doing too tittle to combat the 
country's large Islamist 
movement. 

The generals issued a 
statement on Sunday object- 
ing to claims by the prime 
minister, Mesut Yilmaz, that 
his government alone should 
direct policy against the 
Islamists. 

The statement declared 
that the armed forces, which 
mounted three coups d'itat 
between 1960 and I960, have 
a legal obligation "to protect 
the present constitutional 
order" from Islamist agita- 
tion. 

The government quickly 
began backing down. Mr Yil 
maz said he would be happy 
to sign the generals’ state- 
ment Ismet Sezgin. defence 
minister and deputy prime 
minister, said the dispute 
was “artificially created. We 
do not see any benefit in 
lengthening it”. 

The generals began their 
latest attack on the govern- 
ment two weeks ago when 
Gen Cevik Bir, the army’s 
second-in-command, warned 
that “fundamentalism is still 
the country’s number one 
problem and danger. We 
founded this republic and we 


are going to protect it". 

The generals helped instal 
Mr Yilmaz in office a year 
ago after leading the politi- 
cal campaign that toppled 
Necmettin Erbakan, his 
Islamist predecessor. But 
they are angry at the minor- 
ity coalition's failure to pass 
laws purging Islamists from 
the civil service and crack- 
ing down on Islamist busi- 
nesses, broadcasters and 
foundations. 

The generals also want 
laws restricting Islamic 
dress to be enforced more 
strictly. Parliament has only 
enacted one significant anti- 
Islamist law since Mr Yilmaz 
came to office, when it 
extended compulsory state 
education to eight years 
from five years in an effort 
to reduce Islamist influence 
in schools. 

The generals began step- 
ping up the pressure on Mr 
Yfimaz at the beginning of 
the year. The pressure, 
applied in private talks with 
Mr Yilmaz and through 
leaks to the media, became 
so intense in March that be 
warned the generals against 
carrying out a fourth coup. 

Mr Yilmaz said the fi ght 
against Che Islamists “needs 
to take place wi thin the laws 
and democracy. You cannot 
just do as you please in the 
struggles against terrorism 

and f nnriamp n talism **. 

Even fervent secularists 
such as BQient Ecevlt, 


Berlusconi convicted 


another deputy prime minis- 
ter and a veteran leftwing 
nationalist, have begun to 
ridicule the army for over-re- 
acting. He said last week: 
“You cannot protect secular- 
ism by going to bed every 
night and having nightmares 
in the morning about funda- 
mentalism.” 

However, the civilians 
clearly know there are limits 
to criticism of the army, 
which enjoys far greater 
prestige among ordinary 
Turks than the politicians. 

Most Turks see the mili- 
tary as defenders of national 
unity and the secular repub- 
lic. created by Kemal Ata- 
ttirk in 1923 out of the 
wreckage of the Ottoman 
empire. The campaign that 
brought down Mr Erbakan 
bad wide support 

The courts, a temple of 
secularism, closed Mr Erbak- 
an’s Welfare Party in Janu- 
ary. excluded him from poli- 
tics for five years and have 
now put him on trial for 
slandering the judiciary. 

Equally, the- military have 
found there are limits to 
their power. International 
displeasure at the generals’ 
involvement in civilian poli- 
tics limits their freedom of 
manoeuvre. 

Their role in the fall of Mr 
Erbakan widened the dis- 
tance between Turkey and 
the European Union, which 
refused to shortlist the coun- 
try as a candidate for mem- 



bership last December. 

Furthermore, their politi- 
cal influence at home is 
restricted less by the formal 
rules of parliamentary proce- 
dure and more by the com- 
petitive nature of civilian 
politics, where politicians 
jostle for power and patron- 
age and ultimately must win 
votes in an election. 

MPs. including many in 
the government coalition. 


Paris fights for its Eiffel Tower 


By Andrew Jack In Paris 

The Eiffel Tower, pride of 
Paris and symbol of French 
civilisation around the 
world, risks falling into 
foreign hands, a French 
politician suggested 
yesterday. 

Philippe Dominate a mem- 
ber of the centre-right UDF 
coalition on the Paris city 
council, asserted that 
France’s most famous monu- 
ment could soon be run by 
US investors if current pro- 
posals to save the state- 
owned bank Credit Fonder 


de France went ahead. 

He was alluding to the 
prospect that GMAC, which 
is a finance arm of General 
Motors, and Bass of the US 
could soon become dominant 
shareholders in Credit Fon- 
der. a troubled property 
lender which indirectly con- 
trols the company that runs 
the Eiffel Tower. 

The directors of Credit 
Fonder were in the past 
appointed by the state, but 
the company itself was 
quoted until it was national- 
ised by the previous centre- 
right government in 1996. 


Its mounting financial 
problems were the result of 
investments that included So 
per cent of SAGI, a company 
which manages 32,000 low-in- 
come flats In Paris and owns 
70 per cent of SNTE, the 
business that operates the 
Eiffel Tower and handles its 
5.7m paying visitors each 
year. 

Dominique Strauss-Kahn. 
the Socialist finance minis- 
ter. now has the task of 
attempting to privatise 
Credit Fonder in spite of 
the fact that few potential 
investors have come forward 


to express any interest 

Jean- Antoine Giansily, an 
ally of the mayor of Paris, 
Jean Tiberi. reassured Mr 
Dominati yesterday that the 
dty itself owned the Eiffel 
Tower. It could always take 
back management control if 
it was not happy with the 
future owners of SNTE. he 
said. 

He also said that Mr 
Strauss-Kahn had not 
replied to a letter he had 
written on the subject to 
ensure that “the interests of 
the city are protected". 

If GMAC- and Bass do suc- 


ceed in their bid for Credit 
Fonder, it could cause ten- 
sions, since the some of 
directors on the board of the 
Eiffel Tower management 
company have political back- 
grounds and include a chair- 
woman linked with Presi- 
dent Jacques Chirac. 

But the Credit Foncier 
unions continue to resist 
the arrival of the US 
investors, and a range of 
alternative rescue plans 
involving the distinctly 
French Caisse d’Epargne 
savings banks are under 
discussion. 


in tax bribes case 


Under AtatOrVs eye: Prime Minister Mesut Ytimaz in front of a 
portrait of the founder of modem, secular T Inker Reuters 


are stalling the passage of 
anti-Islamist legislation 
because they worry that an 
excessively anti-Islamist 
stance may damage their re- 
election prospects by alien- 
ating pious Moslems. 

Even Mr Ecevit said the 
secular state could not be 
protected by “regarding 
every devout person as a 
fanatic and hurting religious 
feelings”. 


8y James Bfitz in Rome 

Silvio Berlusconi, the media 
magnate and conservative 
politician, was found guilty 
by a Milan court last night 
of bribing tax police to pro- 
duce lenient audits for his 
media and advertising sub- 
sidiaries. 

At tbe end of a 31-month 
trial. Mr Berlusconi was sen- 
tenced to two years and nine 
months in jail for bribing Lax 
inspectors between 1989 and 
1991 over audits relating to 
his Flninvest empire. 

The nature of Italy's legal 
system meant that Mr Ber- 
lusconi, prime minister for 
seven months during 1994. is 
unlikely to go to jail in the 
near future. The system 
allowed defendants two 
appeals in the aftermath of a 
first conviction. Defendants 
are rarely held in preventive 
custody during this period. 

But the conviction is a 
new blow to Mr Berlusconi's 
political credibility, despite 
the marathon campaign that 
the leader of the Forza Italia 
movement has waged 
against the integrity and 


independence of the Milan 
group of "clean hands" mag- 
istrates who had brought 
him to justice. 

He responded to news of 
the sentence with a typically 
blunt attack on what be saw 
as a politically biased justice 
system. “When you use the 
weapon of political trials to 
eliminate a democratically 
elected opposition, you are 
no longer in a democracy 
but a regime.” he said. 

Mr Berlusconi was con- 
victed on a charge of false 
accounting, also relating to 
his Fioinve5t empire. But 
this latest sentence is sym- 
bolic as it ended the very 
first case brought against 
him by the Milan magis- 
trates. one which involved 
bribes totalling nearly 
L400m ($224,000). 

When the charges were 
first made, in November 
1994. Mr Berlusconi was still 
prime minister and famously 
chairing a United Nations 
conference on organised 
crime. The news of the 
charges helped to bring 
down his short-lived govern- 
ment. 



Berlusconi: Two-year sentence 
but unlikely to go to jail 

However, most political 
commentators were concen- 
trating on the verdict next 
Monday in the biggest case 
against Mr Berlusconi to 
date and one of the biggest 
of the tangemopoli ("bribes- 
ville") era. This concerned 
the allegation that Fininvesl 
used All Iberian, a company 
registered in the Channel 
Islands, and various Swiss 
bank accounts to transfer 
LlObn to accounts com rolled 
by Bellino Craxi. former 
socialist prime minister. 


Ukraine parliament ends 
deadlock over speaker 


By Charles Clover In Moscow 

After 20 attempts. Ukraine's 
parliament elected a speaker 
yesterday, ending a deadlock 
that bad left the body unable 
to legislate for almost two 
months. 

Olexander Tkachenko, the 
new speaker, is from the left- 
wing Socialist/Peasant bloc, 
which is headed by Olexan- 
der Moroz, the speaker of the 
outgoing parliament. Mr 
Tkachenko was elected with 
232 out of 314 votes. 

He immediately vowed to 
help President Leonid 
Kuchma and the govern- 
ment "achieve consensus 
within society”, and said 
that the main work for par- 
liament was to begin legis- 
lating after going two 
months without passing a 


single law. The body first 
convened on May 12. but has 
been tied up with attempts 
to elect a speaker ever since. 

One issue requiring parlia- 
ment's rapid attention is the 
passage of several pieces of 
legislation which are condi- 
tions for a $2bn-$S.5bn loan 
from the International Mone- 
tary Fund. These include a 
new state budget for 1996. 
which incorporates a 30 per 
cent expenditure cut. 

An IMF mission will be 
arriving in Kiev later this 
month to review Ukraine's 
progress on the loan, which 
the country desperately 
needs to alleviate a looming 
budget crisis. 

Many are not optimistic 
about the chances for such 
legislation, given the prob- 
lems surrounding the elec- 


tion of a speaker, which 
resulted from a confronta- 
tion between the president 
and tbe left, led by Mr 
Moroz. 

Mr Kuchma had organised 
a bloc of 200 deputies to pre- 
vent the nomination of Mr 
Moroz, who is seen as a 
strong contender in presi- 
dential elections coming up 
in October 1999. and thus a 
threat to Mr Kuchma. 

“Tkachenko is believed 
not to have presidential 
ambitions, which is why he 
may have succeeded where 
Moroz failed,” said a western 
diplomat in Kiev. 

Before being elected to 
parliament. Mr Tkachenko 
served as agriculture minis- 
ter in 1991. and was presi- 
dent of the company, land 
and People. 
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Corel claims unfair favouring of Microsoft 


By Edward Alden in Toronto 

A Canadian tribunal is 
investigating allegations by 
the Ottawa-based maker of 
WordPerfect office software 
that the Canadian govern- 
ment has unfairly favoured 
its rival Microsoft in govern- 
ment purchases. 

Corel has asked the Cana- 
dian International Trade Tri- 
bunal to force changes to the 
planned purchase of Micro- 
soft software for 30.000 work 
stations by Revenue Canada, 
the tax collecting agency. In 


its complaint. Corel alleges 
that the government vio- 
lated its international and 
internal trade obligations by 
purchasing Microsoft office 
software for about 5.000 
work stations worth C$3m 
(US$any over the last year 
without putting the con- 
tracts out for open tender. 

As a result, the govern- 
ment would now face a hefty 
bill for converting those 
systems if it chose to pur- 
chase a rival product from 
other office software suppli- 
ers such as Corel or Lotus. 


Under the current tender, 
any Microsoft rival would 
have to pay tbe costs for 
converting systems and 
training government work- 
ers on the new software, said 
Ronald Lunau. tbe lawyer 
handling the case for Corel. 

The terms of the contract 
“effectively rule out any 
other competitor's prod- 
ucts", said Mr Lunau. 
“There are still significant 
finan cial disincentives that 
mean a competitor like Corel 
is not competing on an even 
field.” Revenue Canada 


would not comment on the 
case because of the investi- 
gation by the tribunal. 

The tribunal agreed with 
Cord’s argument last month 
and ordered Revenue Can- 
ada to delay tendering the 
contract. But it rescinded 
that order last week after a 
petition from the govern- 
ment arguing that its ability 
to collect taxes and customs 
revenue would be seriously 
jeopardised if the contract 
were delayed. The purchase 
is part of the department's 
efforts to upgrade its 


CARIBBEAN BANANA EXPORTS TO EUROPE ISLANDS’ FEAR S OF ECONO MI C RUIN DIMINISH 

Producers welcome planned 
new rules on market access 


By Canute James hi Kingston 

Caribbean banana exporters 
who feared the end of 
preferential access to the 
European market would ruin 
their livelihoods have 
reacted with relief to 
planned new access rules. 

They say the 
arrangements give them 
time to restructure and 
diversify those economies 
that are dependent on 
preferential markets. But the 
region's leaders have 
attacked the US. accusing it 
4 of pressing the El) to make 
further, more radical 
changes to its banana 
market. 

There was widespread 
concern in the region, 
particularly among the four 
Windward Islands that 
supply most of the bananas 
consumed in Britain, that 
the changes by the EU to 
satisfy a ruling by the World 
Trade Organisation would 
damage their small, open 
economies. 

“We thought we would 
have been cut off from our 
market right away, so this is 
a very hopeful sign for us," 
1 ^ said Keith Mitchell, prime 
minister of Grenada. "But 
the message to us is clear - 
we cannot sit and wait 
because the preferences we 
have now will not be there 
for long. We now have some 
time, but we must recognise 


the reality of the situation 
and deal with it." 

Following a complaint by 
the US that the ElTs banana 
import regime unfairly 
favoured Europe’s former 
colonies and discriminated 
against other producers, 
such as Latin American 
countries where US 
companies produce bananas, 
the WTO ordered the EU to 
change aspects of its import 
regime. Last month EU 
ministers agreed rules which 
eliminated the licensing 
system that the US said was 
unfair. However, the EU 
maintained an import quota 


“We would have preferred 
if this did not lead to 
competition within the 
ACP," said Bernard 
Cornibert, chief executive of 
the Windward Islands 
Banana Development 
Company, which markets 
the islands’ bananas. “But 
we are happy with what the 
European council has 
adopted. It is a good job done 
in difficult circumstances." 

Under the ElTs changes, 
ACP countries would receive 
aid of about EcuSBOm 
(S390m) over 10 years. 

In spite of the relief in the 
region that the EU’s changes 


The European Union has done a good 
job in difficult circumstances’ 


on Latin America bananas 
and a duty-free access quota, 
which benefits Caribbean 
and other traditional 
exporters. 

The EU is the second 
biggest market in the world, 
consuming about -Im tonnes 
a year, but producing only 
750,000 tonnes of its own. 

Europe's suppliers in the 
African, Caribbean and 
Pacific (ACP) group wfll be 
able to supply 857,000 tonnes 
per year. But tbe countries 
in the group will be 
competing among 

themselves to fffi this quota. 


are not as damag in g as bad 
been feared, there is a worry 
that tbe US will press tbe EU 
for more changes. 

The US favours a more 
transparent system 
involving a single imports 
quota for all exporters fo the 
EU with two different tariffs, 
one for ACP bananas and 
another for the rest. It 
believes the EU’s regime is 
arbitrary and discriminates 
against efficient non-ACP 
producer. 

Sir James Mitchell, prime 
minister of St Vincent, wrote 
to President Clinton last 


systems to meet Year 2000 
compliance requirements. 

The tribunal is continuing 
its investigation, however, 
and could subsequently 
order restitution in the case 
if Corel's complaint is 
upheld. 

Corel, which purchased 
WordPerfect from Novell in 
1996, reported a US$8 loss 
in the second quarter, 
announced job losses for 20 
per cent of its employees and 
shut its WordPerfect 
research operations in Utah. 
The company has not made 


money since 1996 and its 
share of the office software 
market has eroded in the 
face of competition from 
Microsoft 

Corel controls just 9 per 
cent of the US software mar- 
ket measured by revenue, 
compared with 90 per cent 
for Microsoft. 

But Microsoft is facing an 
investigation from the US 
Justice Department over its 
dominance of another seg- 
ment of the computer mar- 
ket - internet browsers. 


week saying he hoped 
Washington would accept 
the new EU banana regime. 
Some elements of the old 
arrangement have been 
removed making the new 
arrangement compatible 
with WTO rules and 
satisfying US interests, he 
wrote. He has not yet had a 
reply. 

Caribbean producers 
account for 3 per cent of 
world banana exports, and 
20 per cent of EU imports, 
says the Caribbean Banana 
Exporters Association. 
Dominica. St Lucia and St 
Vincent depend on banana 
exports for about 60 per cent 
of their export earnings. 

But production costs in 
the islands, from small 
farms on hilly terrain, are 
higher than those on the 
large plantations in Latin 
America. Caribbean 
exporters say the EU regime 
is necessary for their 
survival because they could 
not compete in an open 
market. 

“Generations of farmers 
and entire families in these 
islands have been weaned on 
bananas, and they know 
nothing else,” said a St 
Lucian government official. 
"They do not and could not 
understand how to produce 
anything else. And we would 
not know where to start 
with marketing anything 
else." 



Harvesting bananas in Domteica High-cost smafl -scale growers in 
the Windward Wands feared they would lose European markets to 
Latin American rivals 


Vietnam pledge 
on climate for 
oil exploration 


By Jonathan BfechaH in Hanoi 


Vietnam’s prime minister 
has told foreign oil compa- 
nies working in Vietnam 
that his government will try 
to create a more favourable 
climate for oil and gas explo- 
ration and development 
work off the Vietnamese 
coast. 

Phan Van Khai was speak- 
ing at a special open meeting 
in Hanoi with representa- 
tives of more than 30 oil 
companies at winch he lis- 
tened to complaints about 
tbe difficulties which they 
said bad led to a fall in for- 
eign interest in Vietnam's oil 
and gas sector. 

“Millions of dollars have 
been invested in this sector 
and very few dollars have 
been made in return.” said 
Pete Peterson, the American 
ambassador, in impromptu 
remarks at the meeting. 
“There are other places in 
the world where you can 
take your investment and be 
able to get a return in a rela- 
tively short period of time. 
Vietnam is facing a dosing 
window of opportunity ... if 
the climate is not improved." 

Foreign oil companies bold 
13 offshore licences in Viet- 
namese waters, and drilling 
activity has reduced since 
the peak years of 1992-93. 
when there were more than 
20 licence holders. Vietnam 
currently produces around 

200,000 barrels per day, 
mostly from the White Tiger 
field operated by the Viet- 
sovpetro joint venture since 
1981. 

Since 1992. a number of oil 
companies, including Shell. 
Total, Amoco, British Gas 
and Canadian Petroleum, 
have relinquished acreage 
after failing to make signifi- 
cant finds. But the remain- 
ing companies argue that 
Vie tnam 's terms are insuffi- 
ciently attractive to encour- 
age further exploration. 

“ Drilling activity ts at the 
lowest level it has been in 
many years and will remain 
so unless quick action is 
taken.” said Steve Patti of 
Chevron, speaking on behalf 
of American oil companies. 

The prime minister also 


heard a plea from a consor- 
tium of BP. Statoil and 
India’s ONGC for progress 
on the Sl.5bn development of 
Vietnam’s largest gas find to 
date - an estimated 2.000b n 
cu ft of gas in the Lan Do 
and Lan Tay fields in the 
Nam Con Son basin. 

Tbe BP-Statoil alliance 
and other companies have 
been negotiating for over a 
year on a development plan 
which includes the construc- 
tion of a 400km pipeline and 
an onshore power and fertil- 
iser complex. BP and Statoil 
say that would allow them 
to develop aD additional 
2,000bn cu ft of gas in the 
adjacent Hai Thach field. 

Last December. Vietnam’s 
national assembly desig- 
nated Nam Con Son as one 
of three infrastructure pro- 
jects of strategic national 
importance. But negotiations 
on a gas price and on how 
much EVN, the state-owned 
power company, will pay for 
electricity remain bogged 
down. 

The project's director-gen- 
eral. Steve Walker, argued 
that the delays were costing 
Vietnam S700.00Q a day in 
lost opportunity costs, and 
that the government needed 
to give Petro Vietnam and 
EVN clearer indications of 
what constituted an accept- 
able return on the develop- 
ment. 

The foreign oil companies 
also pushed for Vietnam to 
speed up its bidding process 
for offshore acreage. At the 
Hanoi meeting, Vietnamese 
officials confirmed the 
award of Block 15-01. off the 
port of Vung Tau. four years 
after the acreage was first 
put out for bids. 

The block will be devel- 
oped by a consortium of Con- 
oco. South Korea's Pedco 
and France's Geopetrol, 
which has agreed to develop 
the field in a joint venture 
with Petrovietnam, rather 
than with a conventional 
production-sharing contract. 

The public airing of criti- 
cism of Petrovietnam led to 
speculation about possible 
changes in its management 
board. 
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BCCI COLLAPSE 


Bank’s liquidators 
find way out of 


BCCI rlww the black 
hole got smaller.- 


$17bn black hole 


ft looked like a disaster for creditors. But on the seventh 
anniversary of the discovery of the world's biggest fraud, 
liquidators have surprised everyone. Jim Kelly reports 


Seven years ago this week 
the Bank of Credit and Com- 
merce International col- 
lapsed after regulators dis- 
covered what would turn out 
to be the world's biggest 
fraud. There was a *17bn 
black hole in the bank and 
thousands of creditors were 
told they would be lucky if 
they ever saw more than 10 
per cent of their money 
again. 

For years, the story of 
BCCI appeared to be one of 
unmitigated disaster for the 
victims. Creditor groups con- 
centrated on attacking the 
cost of clawing back BCCTs 
assets - with a total of 
$60 4m having now been 
spent in administration, fees, 
and salaries. A bewildering 
network of legal suits 
appeared to threaten the 
liquidation with gridlock. 

But today it is clear the 
liquidators were not on a 
wild goo6e chase. After two 
dividends (the technical 
phrase for a payment to 
creditors) most of the credi- 
tors have got 46 per cent of 
their losses back and can 
look forward with confi- 
dence to getting between 
50-55 per cent after a third. 
Creditors’ representatives 
say the foul recovery rate 
could be as high as 75 per 
cent 

“When we first took over 
tt looked tike a complete 
disaster - we thought there 
mi gh t be a small dividend in 

time for the mille nnium ." 
says Christopher Morris, one 
of the English liquidators at 
Detoitte & Touche. “We 
thought the computer sys- 
tem was about to collapse. 
We were staggering around 
In the dark. Gradually there 
has been light" 

England, along with Lux- 
embourg and the Cayman 
Islands, was one of three 
principal jurisdictions for 


the BCCI liquidation. Scot- 
land and the Isle of Man. 
which have different legal 
frameworks to England, 
were among nearly 50 other 
separate liquidations. 

The great breakthrough 
was getting into place an 
international agreement to 
pool recoveries - known as 
the Geneva Agreement - 
and then disburse them to 
creditors. 

“We thought at the start 
the different estates would 
squabble over the same 
assets with massive litiga- 
tion. We succeeded despite 
the legal framework by get- 
ting people to work together 
rather than stand in their 
comers and fight." says 
John Richards, one of the 
Bn giifih liquidators. 

Some $&6bn Is now back 
in BCCTs coffers and an idea 
of how it was done can be 
gleaned from the records of 
the $3bn recovered through 
tho English liquidation. This 
included recoveries in the 
UK and a share of so-called 
global projects. 

Brian Smouha, one of the 
original Luxembourg liqui- 
dators, is credited with 
much of the early work 
which made possible a series 
of international deals, such 
as the one with the bank’s 
majority shareholder, the 
government of Abu DbabL 
The Gulf state clearly felt 
a moral obligation to the 
creditors having in effect 
underwritten the hank with 
its reputation. 

The liquidators began by 
trying to realise quickly 
assets of the bank - domi- 
nated by the loan book - so 
that they could fund legal 
actions. In 1991, loans 
totalled $l.72bn before set-off 
- that is before they could 
be balanced by moneys owed 
to the creditors by the bank 
or potentially owed to them 


after legal actions. Set-off 
was important because otzt 
of the 8,000 loan accounts in 
the UK, 40 per cent were to 
current or forma: bank staff. 
In addition to the loans there 
were 55,000 credit card 
accounts. 

So far, $603m has been 
realised and a farther gifl&n 
may be collected. The differ- 
ence between these totals 
and the initial book value Is 
put down to the effects of 
set-off, poor loan security, 
and counter claims still 

lodged by former members 
of staff. 

There have still been some 
notable one-off successes - a 
single debtor settled for 
y*»rn earlier year. 

The liquidators have also 
made recoveries in other 
areas, such as certificates of 
deposit, accounts with other 
banks, and other BCCI prop- 
erty. 

The tax affairs of the bank 
have been wound up with 
the result that the creditors 
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By Laura SOber at the Votiad 
Nations in New V«fc and 
Judy Dempsay in Jsfusatan 


The United Nations General 
Assembly yesterday ignored 
objections from the US and 
Israel, and approved a reso- 
lution which gives the Pales- 
tine Liberation Organisation 
greater rights at the UN. 

The vote on the resolution. 


observer s ta t u s to “almost a 

state". 

But after lobbying by 
Israel and the US, coupled 
with negotiations between 
the EU and the PLO, a 
diluted version was agreed. 

Mr Gold said there was 
“no effective change of the 
status of the PLO 1c the US. 
The PLO remains an 

observer organisation fa the 


wh&h TOj^edthe status of United Nations system,- be 
the Palestinian observer del- declared. 


riairns madeto branches not 
covered by the global pool- 
ing arrangement 

Another $lbn was cut 
through negotiations with 
claimants — and many hun- 
dreds Of mflUnns of dollars 
remain nrw-iarmgd by those 
who do not wish to be identi- 
fied. 

This has raised specula- 
tion about the bank's role In 
international money laun- 
dering and crime-related 


*We thought at the start the different 
estates would squabble over the 
assets with massive litigation. We 
succeeded by getting people to work 
together rather than stand in their 
comers and fight 1 - liquidator 


gained from a $41m corpora- 
tion tax refund. 

While on one hand assets 
have been realised, the size 
of the black hole at the heart 
of BCCI has shrunk. 

Originally the value of 
creditor claims was $16.67bn 
but that was cut by nearly 
$6bn through flllminating 
inter-company loans, set-off 
with creditors, and cutting 


deposits. 

Recovered assets were 
used to mount legal actions 
against those organisations 
and people the liquidators 
believed had foiled fa their 
duties - people such as the 
auditors of the bank at Price 
Waterhouse and Ernst & 
Young and the Rank or 
England. These cases remain 
to be settled. 


Settlements were also 
sought with those who could 
be seen as having a duly to 
help the creditors, such as 
the government of Abu 
Dhabi, the majority share- 
holders. 

The key agreement with 
Aba Dhabi was struck in 
May 1996. In total, more than 
$L8bn came from Abu Dhabi 
and a complex web of claims 
and counter-claims " was 
dropped as a result of the 
settlement - a familiar facet 
of many BCCI agreements. It 
was this injection of cash 
which allowed the first divi- 
dend to be paid - at 245 per 
cent in 1996. 

The so-called Mahfouz set- 
tlement brought in $442m 
from the National Commer- 
dal Bank of Saudi Arabia, 
and Shaikh JShalld bin Mah- 
fouz, its former chief operat- 
ing officer. All riiatma and 
counter-claims between the 
parties were dropped. 

The US Plea Agreement 
has realised a further $436m, 
plus another $277ta in discre- 
tionary payments from the 
US authorities. This settle- 
ment allowed about h«Tf the 
assets forfeited fa the US to 
be returned to the pool liqui- 
dation. 

Fines levied against the 
bank In the US - which orig- 
inally stood at $20Qth — were 


reduced in the end to just 
flOm. While file liquidation 
has progressed there has 
been bad blood as well as 
good news. The issue of liq- 
uidators fees - ytwm fa six 
years - has refused to go 
away although, the dividends 
have www of the sting 
out of the attacks. 


Court actions have cut the 
fees charged by £im - 
although Deloitte & Touche 
has appealed. 

The London-based liquida- 
tors - responsible for the 
global projects which have 
underpinned the pooling 
arrangements - believe then- 
fees are increasingly justi- 
fied by the realisations and 
that it was their early work 
which secured the success of 
the whole operation. Their 
fees have been cleared by 
creditors. 

But however s accessful 
the BCCI liquidation proves, 
it can never compensate the 
victims of BCCI for the 
money they will never get 
and the years they have to 
wait for what they have got 
But, given the present laws, 
the rrfminai acts that under- 
mined the bank, and the 
massive complexity of the 
case, may provide an 
important template for the 
future. 


Pgatinn closer to a member 
was 124 to four, with 
10 abstentions. Voting 
against were the US, Israel, 
the Marshall Islands and 
Micronesia. 

The resolution marked a 
victory for Yassir Arafat, 
president of the Palestinian 
Authority, even though it 
amounted to a compromise 
put together by the Euro- 
pean Union and the PLO. 

Bill Richardson, US 
ambassador to the UN. 
implored the General Assem- 
bly to oppose the resolution, 
warning: “It will undermine 
our efforts to get the peace 
process back on track and 
hurt everyone’s Interests, 
including those it is most 
intended to help. 

“This is the wrong resolu- 
tion at the wrong time," be 
CTi d ahofld of the vote. 

Dore Gold. Israel’s UN 
ambassador, said that “by 
abusing the UN system”, the 
vote was intended to influ- 
ence tile outcome of perma- 
nent status negotiations due 
to be completed next May. 

Nasser Al-Kidwa. the Pal- 
estinian UN observer, hailed 
yesterday's decision, which 
“makes us feel proud. 
strengthens our convictions 
of the justice of our cause, 
and increases our confidence 
that right could still be 
achieved in our contempo- 
rary world”. 

The UN vote, said Pales- 
tinian officials, was part of 
their strategy towards pre- 
paring the ground for a dec- 
laration of a Palestinian 
state in May 1999. 

The PLO had originally 
campaigned to upgrade its 


Benjamin Netanyahu, 
Israel’s prime minister, 
recently told foreign ambas- 
sadors that any attempt to 
upgrade the PLO’s status 
violated the 1996 Oslo accord 
signed between Israel and 
the Palestinians. 

That accord leaves issues 
such as Jerusalem, borders 
and “relations and coopera- 
tion with other neighbours" 
to a final settlement between 
Israel and the Palestinians. 

However, senior western 
diplomats suggested to Mr 
Netanyahu that the compro- 
mise resolution did not fun- 
damentally change the sta- 
tus of the PLO. 

Under the resolution, the 
Palestinian delegation may 
now co-sponsor resolutions, 
on Palestinian and Middle 
East issues; speak on non-re- 
gional issues after the last 
inscribed member state; par 
tidpate in the general debate 
of the General Assembly; 
and raise points of order on 
Middle East issues. 

Despite its enhanced sta- 
tus. the Palestinian delega- 
tion still cannot vote or put 
forward candidates for 
office. Its seat, currently fa 
the rim of the General 
Assembly ball, will be 
moved to the row behind 
Switzerland and the Vatican, 
in front of other observer 
states and intergovernmen- 
tal agencies. 

The Palestine Liberation 
Organisation, which was 
granted observer status in 
the General Assembly fa 
1974, was farther upgraded 
by the UN fa 1988 when it 
was designated as “Pales- 
tine". 
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TENDER NOTICE 
UK GOVERNMENT EURO 
AND ECU TREASURY BILLS 


For tender on 14 July 1998 

1. The Bank of England announces the Issue by Her Majesty's 
Treasury ol euro 300 million nominal of UK Government Euro 
Treasury BO& and ECU 700 rrtfBon nominal of UK Government ECU 
Treasury Bite, lor tender on a bid-yield basis on Tuesday, 14 July 
1998. An adcStfonal euro 50 rnUon nominal ol Bills wil be slotted 
directly to the Bank ol England lor the account of the Exchange 
Equalisation Account 

2. The Bite to be Issued by lender wffl be dated 16 July 1998 and 
wH be in the following maturities: 

ECU mo mlUkH) of ECU Bills for maturity on 13 August 1996. 

ECU 500 mmion of ECU BHs for maturity oaJSSJctober 1988. 
euro 300 mOton of Euro Bills ter. maturity onffi January 1998. 

3. The tenders wfl be open to anyone wjo-wjshes to apply. AU 
tenders must be made on toeprirctecLappfcaflanforwowaBBtola on 
request front the Bank of England o t? In the fc&sa'aftho market 
makere listed in the Eure B9 I n formatio n Memorandum and the ECU 
Bill Information Memorandum (as supplemented), by telephone. 
Completed appScation forms must be lodged, by hand, at the Bank of 
England, Customer Settlement Services, Threadneedta Street, 
London not later than 10.30 a.m., London time, on Tuesday, 
14 July 1998. Payment for Bills allotted wtB be due on Thursday, 
16 July 1998. 

A Each tender at each yield for each maturity must be made on a 
separate application term lor a minimum of euro 500,000 nominal or 
ECU 500,000 nominal respectively. Tenders above this minimum 
must be in multiples ol euro 100,000 nominal or ECU 100,000 
nominal respectively. 

5. Tenders must be matte on a yield basts (calcinated on the basis 
of the actual number of days to maturity and a year of 360 days) 
rounded to two decimal places. Each application form must state the 
maturity date of the BSa tor which a pplic at ion Is made, the yield bid 
and the amount tendered for. 


6. 


Notification will be despatched on the day of the tender to 
applicants whose tenders have been accepted In whole or in part 
For applicants who have requested credit of Bills in global farm to 
their account with Eurodear or Cede) Bank, Bfib will be created In the 
relevant systems against payment. For applicants who have 
requested definitive Bins, Bills win be available lor collection at 
Customer Settlement Services. Bank of England alter 1.30 pjn. on 
Thursday, 1 6 July 1996 provided cleared funds have been credited to 
the Bank ol England's ECU Treasury Bills Aecourt No. 5900551 6 wSh 
Lloyds Bank PLC. Bank Rotations, St George's House, PQ Box 787, 
6—8 East cheep, London EC3M ILL. Definitive Euro BDts will be 

available in (mounts of euro 10,000. euro 100,000, euro 1,000,000 

and euro 10.000.000 nominaL Definitive ECU Bffis wflt be available In 
amounts of ECU 10,000, ECU 50.000. ECU 100,000. ECU 500.000, 
ECU 1 .000.000, ECU 5.000.000 and ECU 10,000,000 nomirmL 

Her Majesty's Treasury reserves the right to reject any or part of 
any tender. 

The arrangements for the tender are set out in more detrt til the 
Information Memorandum on the UK Government Eure Treasury BH 
programme issued by the Bank of England on behalf ot Her Majesty's 
Treasury on 7 July 1986; the Information Memorandum on the UK 
Government ECU Treasury BUI programme issued by the Bank of 
England on behalf of Her. Majesty's Treasury on 28 Mach 1989, and 
in supplements to die Information Memorandum. AQ tenders w0 be 
subject to the provisions of the information Memoranda (as 
supplemented) arid to the provisions of this notice. 

The euro 50 million of Eure Bltb to be allotted drectiy lo the Bank 
of England tor the account of the Exchange Equalisation Account wffl 
be for maturity on 14 January 1999. These Bills may be made 
avaRabie through sale and repurchase transactions to mariwt makers 
order to facffitato settlement. 

10. Copies ol the Euro B3 Information Memorandum and ECU Bill 
Information Memorandum (and supplements to it) may be obtained 
from the Manager, External Debt. Foreign Exchange Division at the 
Bank of England (telephone number 0171 601 5962). UK 
Government Euro Treasury Bfib and UK Government ECU Treasury 
Blits are Issued under the Treasury BAs Act 1877, the National Loans 
Act 1968 and the Treasury Bfls Regulations 1868 as amended. 

Bank of England 
7 July 1998 
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NEWS DIGEST 


SOUTH AFRICA CURRENCY CRISIS 


Rand bounces back but 
business confidence drops 


The South African rand staged a strong recovery on foreign 
exchange markets yesterday, dragging the Johannesburg 
stock and bond markets up with it after six weeks of speoda- 
tive assaults against the currency. 

In late trading, the rand was at R6.17 to the dollar, below 
ihe day’s highs when it breached R6.10 but wen above its 
record low on Monday of R6.75. Dealers sold the rand hearty 
after the South African government announced it had 
appointed Tito Mbowani, the labour minister, to take over as 
governor of the Reserve Bank next year, but have since been 
covering their short positions (buying rands that they have 
already promised to sell to others.) 

The currency Crists has taken its toll of business confi- 
dence, and yesterday the South African Chamber of Business 
said confidence in June feH to its lowest level for five years. 
Ftismg exports and manufacturing production were more than 
offoet by higher interest rates, the depreciating rand, lower 
retafl sales and a fall in the dollar price of gold. 

Sacob said its confidence index fail by 5.7 points to 922 in 
June from 97.9 In May, compared with 96.4 a year ago. The 
organisation urged the government to woo foreign investors 
by presenting its economic policies ctearfy and putting them 
into action. ‘A programme of accelerated implementation of 
key elements. such as privatisation, should now be consid- 
ered. ft said. Victor Mallet, Johannesburg 
Currencies, Page 26 
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Another big Angolan find 

International oD companies operating off Angola yesterday 

discovery on Block 14. tt is 
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** Angolan state oil com- 

P an y- Agip, Total and PetrogaJ. 
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TDIRAN SQUATTERS PROTEST 


Demolitions spark violence 
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THE AMERICAS 


NEWS DIGEST 


CHALLENGE TO PUBUC FINANCES 

Strikes put pressure on 
Venezuelan government 

Venezuela has been hit by a wave of public sector strikes 
over demands for wage increases and payment of past obfl- 
gationa, puffing pressure on the government's already 
strained fiscal accounts. 

As many as 14,000 workers at Pequlven, the petrochemical 
subsidiary of state oil company PDVSA, have been on strike 
since last Thursday, effecting production at some plants- They 
demand wage increases of 5,000 bofivara ($9} a day and a 
collective contract equal in terms to those in other PDVSA 
subsidiaries. Fedepetrol, the federation of on industry unions, 
announced a 12-hour “sofidarity strike" of up to 60,000 work- 
ers this Friday. 

Workers in health, education, and the judiciary have also 
begun Isolated work stoppages or threatened to do so. Many 
have not been paid in months- Health workers say public hos- 
pitals are on the verge of collapse. They demand funds to 
meet investment and salary obligations and threaten to aban- 
don the hospitals entirely unless their demands are met 

The labour protests are the first test of fiscal cttscipTme for 
Maritza Izaguirre, finance minister, who returned only yester- 
day from Washington, where she was Venezuela's director at 
the inter-American Development Bank. Last year a wave of ' 
labour protests resulted in wage Increases of around 100 per 
cent Raymond Cofitt, Caracas 

BRAZILIAN POLITICS 


CAMISEA D EVELOPMEN T ASIAN CRISIS AN D THE EFFECTS OFfl. WIN0 HIGHLIGHT IMPORTANCE OF GAS ANDJ^Y DROCAf 

investors optimistic on Peru gas deal 


SySsfly Bowen fa Urns 

Peruvian President Alberto 
Fujimori's three-day official 
visit to Britain - which 
starts today - is the perfect 
moment for long-awaited 
confirmation that Royal 
Dutch Shell and Mobil are to 
go ahead with a $2.5bn 
(£l.5bn>-plus Investment in 
Camisea, Latin America's 
biggest gas and liquid hydro- 
carbons deposit 
However, hitches may 
mean that the announce- 
ment Is delayed right up to 


the July 15 deadline. 

Although investors have 
already built a yes-vote into 
their calculations, “Shell has 
been looking so bard at Peru 
over so many years the Cam- 
isea go-ahead will make oth- 
ers fed very good,” said Mig- 
uel Palomino of Lima’s 
Merrill Lynch office. The 
dream scenario would he a 
parallel announcement on 
investment commitments in 
the projected SSbn-phis asso- 
ciated petrochemicals com- 
plex." 

Mr Fujimori, a past master 


at pulling rabbits out of to .a senior member of the 
hats, may have cot the Cam- economic team, “for future 
tsea timing too fjtoe, hofc- . growth rates, for our com- 
ever. A y.*V .petit^pess, for the new 

Just days ago, two key energy source it will provide 
fegnea remained unresolved and. eventually, for the 
- guarantees of an' efficient im9^Qnents in qtiality of 
secondary gas distribution life It promises." 
system to get gas to custom- At a bad macro-economic- 
ere cm time aid. changes to moment for Pan, Camisea 
Pan’s current pricing, code has acquired additional sig* 
to persuade power producers pftfamce. The Asian crisis 
to switch to C&mlseaYgas. • ; means lower demand as well 


Camisea is “very, very {..as depressed International 
important" to Pern’s medi- prices for the country's key 
urn-term prospects fnra wide minerals exporting sector, 
variety of reasons, according And the El Nifio weather 


, ~ - 

alysed the country’s impor- 
tant fishmeal industry for 
the past six months. 

With exports down 25 per 
cent, the January to April 
trade gap widened to 
gijSBbn, 115 per cent higher 
than the same period 1997. 
The deficit on current 
account jumped to. an 
uncomfortable 7.4 per cent of 
first-quarter GDP. 

The International Mone- 
tary Fund, which concluded 
its aTmnH i discussions with 

Peru under so-called Article 


4 in early June, fa broadly 
satisfied both wit h .fiscal 
consofafetion and measures 
to mitigate the advene 

effects of El Nifia 

Almost 20 per coat of the 
state-retained holding In 
already privatised Banco 
Continental, now operated 
by Spain's Banco Bffiao Vb- 


Brutality by 
police ‘rife’ in 
big US cities 


Promise to focus on jobless »—**—***■*■ 


Brazil's leftwing opposition led by the Workers’ party (FT) 
plans to make rising unemployment the central issue of Octo- 
ber's presidential elections but has yet to define its economic 
strategy. 

Li4s inacta Lula da Silva, the leftwing candidate in the elec- 
tion, said the main priority would be the creation of new jobs. 
He also highlighted a number of other social Issues, Including 
land reform and education for poor children. 

He was speaking as campaigning formafly began for the 
October 4 poll, for which a total of 14 candidates have regis- 
tered. Mr da Silva b the candidate of a leftwing coalition 
whose principal members are the PT and the Democratic 
Labour party {PUT). 

Until May, Fernando Henrique Cardoso, president, was the 
strong favourite to win re-election. However, Mr da Siva has 
risen strongly In opinion polls. Geoff Dyer, S5o Paulo 


BP IN COLOMBIA . 

Fresh death squad allegations 

The National Liberation Army (ELN), Colombia's second-larg- 
est guerrilla group, has reopened a long-running argument by 
accusing UK-based British Petroleum of sponsoring death 
squads in Colombia to protect its oil interests. 

In a letter addressed to Tony Blair, UK prime minister, ELN 
leaders say: “England has declared war on our humble popu- 
lation since British Petroleum. . . invested hundreds of millions 
of dollars in the formation [and financing] of paramilitary 
groups’. 

British Petroleum said it could give no comment on the let- 
ter until it had received an official copy. But the company 
denied any links with death squads or violations of human 
rights. Adam T h omson, Bogota 


Police brutality remained 
rife in big US cities, with 
local government and federal 
officials contributing to a cli- 
mate in which serious 
abuses were not properly 
monitored or addressed, 


director of Human Rights 
Watch, also criticised the 
Justice department for fell- 
ing to pursue many com- 
plaints against police offi- 
cers and neglecting' to 
compile a formal report on 
the use of excessive force by 
police departments despite 


according to a new report* being required to do so by 
by Human Rights Watch, a Congress. 


New York-based dvfl liber- 
ties watchdog. 

The report, which followed 
a two-year , study of police 
brutality in 14 big US cities, 
found a consistent pattern of 
nTmpg ranging from unjustif- 
ied shootings to fatal beat- 
ings and concluded that 
efforts to im plemen t mean- 
ingful reforms have largely 
felled. 

“Our investigation found 
that police brutality is con- 
sistent in an of these cities; 
that systems to deal with 
abuse have had similar fell- 
ings in all the cities; and 
that in each city examined 
complainants face enormous 
barriers in seeking adminis- 
trative punishment or crinri- 


“Police departments like 
to claim that each high-pro- 
file case is an aberration 
caused by a “rogue’ officer," 
he said. 

“But human righto 

violations persist because 
the accountability systems 
are so defective." 

Mr Roth said that the 
problem had been aggra- 
vated by the new style of 
“aggressive policing" that 
has been adopted by cities 
such as New York and New 
Orleans in recent years 
which Insisted on punishing 
any transgression, no matter 
how minor. The policy, 
which is closely identified 
with Rudolph Gufliani, New 
York’s mayor, came under 




Abner Loufanac alleged victim of pofice torture In Comqr Island hospital 


nal prosecution of officers heavy criticism last year fol- 
who have committed human lowing the alleged heating of 


“While many American 
cities and even foreign coun- 
tries look to New York as a 
model of effective policing, 
the city also offers a model 
of how not to ran a system 
of accountability.” Mr Roth 
said. 

. The report said that police 
administrators are hot tak- 
ing the issue seriously 
enough. It said they tend to 
respond only in the face of 


“Disciplinary actions 
against officers responsible 
for abusive treatment are lax 
while internal review activi- 


The study also suggested 
that because of the general 
reluctance of local officials 
to prosecute police offices 


ties remain shrouded in accused of human rights vio- 


secrecy,” he said. 


lotions, each state should 


It proposed a wide range of create a special prosecutor’s 
reforms to help correct the office to deal with pofice offl- 


rights violations,” the report 
said. 

Kenneth Roth, executive 


lowing the alleged beating of sustained, unflattering 
Abner Louima, a Haitian media stmtiny and then fell 


immigrant, by police offi- 
cers. 


to follow through with inqui- 
ries. 


problem, including making 
increases in federal funding 
to police departments condi- 
tional on improved oversight 
and strengthening the over- 
worked and underfunded 
civilian review boards that 
are meant to monitor police 
abuses in most cities. 


r simultaneously to domestic 
and international tav eatora. 

The economi c t eam 
expects between $B5Qm and 

to privatisation, reve- 
nue this year. 

US banks a 
set up 
loan pool 
for homes 
in poor 
districts 

By NDdd Taft fa Chicago 

Banking groups and other . 
financial institutions in the JgL 
Midwest yesterday 
announced the formation of 
a $S00m loan pool targeted at 
the renovation of residential 
property in poorer neigh- 
bourhoods. 

Of the fund. SI 00m win be 
allocated to property which 
does not meet “conventional 
lending standards”, notably 
in areas which have large 
AMcan- American or Latino 
communities. Unusually, 
this portion of the fond win 
be entitled to lead on the 
basis of a building's cash- 
flow - or rental income - 
rather than traditional 
“appraised” value, a move 
which is expected to expand - 
loan possibilities. . if 

Although similar funds 
have been set up in a num- 
ber of urban areas in the US, 
such as New York, the fund 
is said to be the largest pool 
of private capital earmarked 
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Supporter* of ChBwhua state*! rwww gwremor, Patrick? Martfcwz, hold thstr victory c atobra U c ma A 

Mexico’s revolutionary family 
starts to reinvent itself 

A convincing victory has boosted the country’s long -ruling party 
ahead of ah intense electoral season, writes Leslie Crawford 


■h ree state elections in In Chihuahua, home to 
Mexico have marked a two of the country’s boom- 
fresh watershed for the ing economic sectors- - the 
I Institutional Revolutionary “maquiladora ” export assem- 
' Party (PRD, which has the bly Industry and drug traf- 
equi vocal distinction of ticking - the PRI experi- 
j being the world's longestrul- merited with open primaries 


ing political party. 

A string of bruising elec- 
toral defeats since the 1995 
financial crisis, culminating 
in the loss of Congress and 
Mexico City a year ago, bad 
Jed many political analysts 
to conclude that Mexico’s 
“revolutionary family” was 
in terminal decline, incapa- 
ble of reform or ctf competing 
in free and feir elections. 

But on Sunday, the PRI 
confounded its critics by 
winning two of three closely 
fought state races, without 
patronage or fraud. 

For the first time, the PRI 
recaptured a state governed 
by an opposition party. Its 
convincing victory in Chi- 
huahua, a northern bastion 
of the conservative National 
Action party (PAN), has 
given the PRI a psychologi- 
cal boost at the - start of an 
intense electoral season 
which included a farther 
seven state contests in the 
next four months. 

The ruling party also held 
Durango, where the PAN 
and the leftwtog Revolution- 
ary Democratic party (PRD) 
did not have a strong pres- 
ence. The PRl's success in 
Chihuahua is likely to 
strengthen the party's 
reformist wing; which wants 
more internal democracy 
and greater influence over 
government policy. 


to select its gubernatorial 

rwnrBrfatn. 

Its first exercise in grass- 
roots democracy was 
extended to all voters to the 
state, irrespective of party 
affiliation. To no one’s great 
surprise, an old PRI “dino- 
saur”. as party bosses are 
known, was defeated by 
Patricio Martinez, a busi- 
nessman and popular former 
mayor of the state capital 

“The state primaries revi- 
talised the PRI in Chihua- 
hua,” Mr Martinez said in an 
interview on the eve of the 
election. It had been the first 
time the party put all its talk 
about transforming and 


modernising itself Into prac- joined the leftwing Revolu- 
tice. "The primaries awak- tionary Democratic party 


ened popular participation 
and gave my campaign a 
legitimacy it would other- 
wise have lacked,” he said. 

Mr Martinez ran a shrewd 
campaign, which usurped 


much of the PAN’s agenda Zacatecas. IBs defection to a 
in Chihuahua. He stressed rival party, however, per- 


his business background to 
appeal to conservative vot- 
ers, and his record as an effi- 
cient administrator when he 
ran the state capital He also 
attacked the PAN’s failure to 
stem rising drug violence. 

“I am not a professional 
politician,” he said. "Before I 
entered politics seven years 
ago, I was a citizen just as 
frustrated by -the bureau- 


cers accused of crimes such loan possibilities, 
as excessive brutality and Although similar funds 
corruption. have been set up to a num- 

* Shielded from Justice: be - of urban areas in the US. 
Police Brutality and Account- such as New York, the fund 
ability in the Untied States, Is said to be the largest pool 
Httman Rights Watch, 350 of private capital earmarked 
Fifth Aoe, New York, NY for “multi-family rehabflita- 
101X8 tion” lending in the Mid- 

west 

It involves a broad group 
of participants, including 
around 53 banks, as well as 
FannieMae mid the 1 local 
Peoples Gas utility. The big- 
gest contributors are First 
Chicago, the region’s biggest 
commercial bank, Bonk of 
America. Illinois. Citibank. 
LaSalle Bank (owned by 
Dutch ABN- Amro). Harris 
Trust & Savings (part of 
Bank of Montreal) and 
Northern TYnst 
The fund will be adminis. 
tered through Community 
Investment Corporation, a 
Chicago-based lending 
org anis a ti on which already 
has substantial funding com- 
mitments from local banks 
thsfcr victory catob ratt o na AP and financial institutions, 

and has provided about 
- - , . $350m of rehabilitation- 

/ TO m 1 1\ / related loans over the past 

| Q| | 1 1 1 V t"® decades. GIUs existing 

J loan pool is generally pro- 

vided by these institutions 
i It on a short-term bams, while 

II the new commitments will 

last through to 2010. 

*c Innsi n ilw-i/t The new fund comes at a 

S long-ruling party time when a wave of mniti- 

Leslie Crawford I billion dollar banking merg 

era in the US is prompting 
cracy and inefficiency of the concerns over the possibility 
old PRI governments as of diminished loan avaflabTI- 
everyone else.” The PAN’s ity and b anking facilities to 
resounding victory In Chi- lower income neigh bo ur- 
huahua in 1392 “was a hoods. This is despite the 
wake-up rail for the PRT . Community Reinvestment 

Peter Ward, professor of Act, which requires US 
public affairs at the Univer- banks to meet the credit 
sity of Texas, in Austin, said needs of local markets, 
the PRI found a dream can- First Chicago, for mm r b, 
todate m Patricio Martinez, is in the throes of a takeover 
"The party realised it had to by Ohio-based Banc One. 

ca ^ id 5 te ’ and the deal has generated 
with stomg focal roots, if it protests from a number of 
J? ack 016 community-based groups 
■*5* h0 ,! xplai ^* L critical of the acquiring 

lD _^ catBcas - to contrast, institution’s minority lend- 
tne PRI committed a costly ing record. 

Wunder. Instead of its candi- Although banks involved 
date for governor being cbo- generally maintain that such 
J** 3613 Primary, the criticism is not valid, they 

SfSSS w ** keea t0 demonstrate 

and lower-income 

a lending credentials in an 4 

a M ° nreal * to satisfy regulators. ’ 

yesterday, Robert Web- 
F5JJF 54 er. chairman of CIC and 

toed the feltwing Ravolu- senior vice*>resident of CM- 

loan fund begun two 
3rears ag0 - wel1 before the 
urwn B3er E er wave got under way. 

de “ocratic and was not directly related 
to these concerns. He con- 
10 “*** banks had “not 
* a toen harmed by the feet that 

S B ?te?PB 1 5 0 ^ Ve Il Per ‘ ^[typeoflendinglisaprl- 
^tttePMhmr^ta orfty [for some* Wtfci- 

^ S 0ur 9830X3 “ ^ fm dr 

Mr Webs** suited that 
***• the fond should result to 

SSaSsS figs-VS ’ 

_____ to res trict loan losses to 

S™r.P*.”l5 be^^and 2 per ceat of 



t 


*ay: 


(PRO) and . won the state gov- 
ernorship on Sunday. 

Mr Monreal was not 
known for his democratic 


«*u utaure oemg passed over 
for the PRI nomination In 




ill of 


-■pie 


seeded the PRI hierarchy to 
conduct primaries In four 
other states which are hold- 
tog elections this year. 

Th e pa rty’s experiment 
with primaries is expected to 
rekind l e the debate tm how 
the PRI should choose its 
presidential candidate In the 
year 2000. ^ 

Observer, Page 15 I 
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ASIA-PACIFIC 


CHEK LAP KOK FREIGHT OPERATIONS HIT BY COMPUTER PROBLEMS 

Top air cargo group 
quits new HK airport 


By John Ritifflig In Kong Kong 

Hong Kong's biggest air 
cargo company yesterday 
said it was returning most of 
its processing operations to 
the territory’s old airport 
until faults have been 
resolved at the new US$20bn 
airport, which opened last 
week. 

The move by Hong Kong 
Air Cargo Terminals Limited 
(HACTL) threatens upheaval 
at one of the world’s busiest 
air freight hubs. It Is the 
most serious of several set- 
backs at the new Chek Lap 
Kok (CLK) airport, which 
started operations on Mon- 
day. 

The problems, which 
range from faults in the 
flight information system to 
delays in baggage handling. 


have come as an embarrass- 
ment to the territory's 
authorities after the fanfere 
of the airport launch. Chek 
Lap Kok, the territory’s larg- 
est infrastructure project, 
was officially opened last 
week by China's president 
Jiang Zemin. 

Although Airport Author- 
ity officials said problems 
facing passengers had eased 
yesterday, and that “teeth- 
ing problems" were being 
overcome, freight operations 
were seriously affected by a 
computer crash and inven- 
tory confusion relating to 
last weekend's transfer of 
equipment from Kal Tak, the 
old airport which has now 
been dosed. 

“Our situation is 
extremely difficult and stra- 
tegic decisions have to be 


taken." said Anthony Char- 
ter, HACTL’s managing 
director. Announcing reme- 
dial steps, he said prepack- 
aged cargo would be pro- 
cessed at Kai Tak until 
further notice. Affected 
freight will be transferred by 
lorry to and from CLK. 

In addition to the transfer 
of processing, HACTL said it 
was temporarily halting 
exports of bulk cargo and 
freight imports carried on 
passenger flights. Some 
types of cargo, including 
livestock and newspapers 
will, however, be handled at 
the new airport 

While the Airport Author- 
ity said passenger operations 
were at “an acceptable level" 
yesterday and had improved 
since Monday, there were 
still some delays in the 



Tonnes of air cargo wait to be sorted yesterday at Chek Lap Kok airport 


return of baggage to travel- 
lers. “It is not 100 per cent, 
but it is definitely better.” 
said a spokesman. 

Underlining the impor- 
tance of the new airport; 
senior government officials 
met airport authorities yes- 
terday to discuss the difficul- 
ties. 


“We are anxious to pre- 
vent small problems bund- 
ing Into big problems,” said 
Anson Chan, chief secretary. 
She stressed the hitches 
encountered at CIS had no 
Implications for safety. 

“The problems do not 
show any serious systemic 


flaws,” said Raymond ports." 


CAPITAL MARKETS RECORD SINGLE-DAY ISSUANCE HIGHLIGH TS COMPANIES' SHIFT FROM BANK BORROWING AS MEANS O F RAISING FUNDS 

Japanese corporate bond market surges 


By Gwen Robinson in Tokyo 

Japan’s corporate bond 
marked surged yesterday on 
a record single-day issuance 
by Japanese companies, with 
li companies issuing 
Y264bn-worth of yen bonds. 

The previous single-day 
high for corporate bond issu- 
ance in Japan was Y235bn 
(*L7bn) offered in February 
1996. Tuesday’s surge sub- 
dued the market for Japa- 
nese government bonds and 
highlighted the growing 


shift by corporate Japan to 
capita] markets and away 
from bank borrowing as a 
means of raising hinds. 

Analysts predict total cor- 
porate bond issues in the 
finanHai year to March win 
substantially exceed last 
year’s record figure of 
YS^OOtuu representing a 56 
per cent rise on the previous 
year's figure. 

Japanese companies are 

also turning to the fest-gTOW- 
ing market for yen-denomi- 
nated commercial paper 


(CP), raising over Yl.OOObn 
through CP programmes in 
the March quarter. 

The growing use of capital 
markets by Japanese compa- 
nies corresponds with the 
continued decrease in bank 
lending to companies, down 

by about Y2,000bn in the 
March quarter as banks 
struggled to raise capital 
adequacy ratios and clear 
problem loans from their 
books. 

Companies are finding it 
easier to diversify their 


sources of funding under 
Japan’s programme of finan- 
cial deregulation, which has 
removed same of the mare 
cumbersome procedures 
from corporate bond issu- 
ance. 

For .investors, corporate 
bonds have become more 
attractive in light of the 
lukewarm performance of 
Japan's equity market and 
the year-long fall in Japa- 
nese government band yields 
to record lows. 

The record figures for cor- 


porate fund-raising in 
Japan’s capital markets 
overshadow the problems 
faced by small and medium- 
sized companies, which are 
having in c reasing difficulty 
in gaining access to bank 
loans and attracting inves- 
tors to debt and CP pro- 
grammes. 

Analysts warn that the 
increase In corporate bond 
issuance, if It continues its 
record run, will ultimately 
saturate the market, work- 
ing to the detriment of 


weaker, smaller companies. 

The 11 companies which 
issued a total of 16 trendies 
of new bonds on Tuesday 
included Japan Airlines, 
Sumitomo Metal, Marnhonf, 
Tokyo Electric Power and 
Mitsubishi Estate. The 
bonds, ranging in maturities 
from two to 20 years, 
received credit ratings from 
triple-A to single-A-minus. 

“A different picture to the 
av ailab le for 

companies," one analyst 
commented. 


US judgment awaited on Japanese prescriptions 

Washington’s reaction to Tokyo’s attempts to restore economic confidence will be vital, writes Gerard Baker 


A s Japan struggles with 
the twin tasks of sorting 
out the mess in its 
finanrfal system and bolster- 
ing Bagging domestic 
demand, the eyes of the 
world’s financial markets 
are darting nervously 
between Tokyo and Wash- 
ington. 

Though it will be the 
actions of the Japanese gov- 
ernment in unveiling its 
measures that will ulti- 
mately determine whether 
international confidence 
returns to the world’s second 
largest economy, in the next 
few days and weeks it will 
be the reaction of official 
Washington to the early 
steps that could decide the 
immediate fate of Investors 
in Japan and in the rest of 
the world. 

That is because three 
weeks ago the US surprised 
the markets with the unveil- 
ing of an implicit pact with 


the Japanese - tying its own 
actions to the policy pro- 
nouncements of the Japa- 
nese government. 

If Tokyo would at last take 
the measures the US has 
long argued are critical to 
the early recovery of both 
Japan and the whole of Asia. 
Washington would break 
with its longstanding disa- 
vowal of currency market 
intervention and spend US 
dollars to prop up the 
yen. 

The deal was not put quite 
like that, of course. But 
when the US did indeed sell 
dollars for yen. the move 
was accompanied by a state- 
ment that the action had 
given Japan a “window of 
opportunity” to take urgent 
action to resolve its prob- 
lems. In other words - act 
now, or else do not rely on 
any further support 

So what does the US make 
of tbe moves so far 


announced by Ryu taro 
Hashimoto, the Japanese 
prime minister, and, perhaps 
more importantly, of the 
early indications of moves 
yet to come? 

Last week, after Mr Hashi- 
moto announced the first 
instalment - tbe launching 
of a “bridge bank" to take 
over problem fipanriai insti- 
tutions - the response in the 
US was mixed 

Robert Rubin, the Trea- 
sury secretary, who has duti- 
fully commented on virtu- 
ally every single policy 
decision by the Japanese for 
the last two years, welcomed 
the plan. But he pointedly 
said much still needed to be 
done to flesh out the 
details. 

“What is important is for 
the Japanese authorities to 
move quickly to translate 
this approach into concrete 
actions," he said. 

Mr Rubin is anxious to 


accentuate the positive note 
that Japan Has made consid- 
erable progress. Though Mr 
Has him oto's government 
(and its predecessors) have 
repeatedly disappointed the 
US and international mar- 
kets with a succession of 
half-baked policy initiatives, 
Mr Rubin points out that, 
incrementally at least, the 
Japanese government has 
moved a considerable way 
towards the policy stancs 
favoured by the US. 

A year ago. Japan would 
not even acknowledge 
the need for tax reduc- 
tions to stimulate its econ- 
omy. Now the debate is 
about whether the tax cuts 
wDl be permanent or tempo- 
rary. 

A year ago, the Finance 
Ministry insisted it Hag the 
country’s financial problems 
under control. Now it has 
unveiled the most sophisti- 


CONTRACTS & TENDERS 


etc 



Advertising release 
for sale of shares by direct negotiation 


The STATE OWNERSHIP FUND, a Romanian public institution based in L— — ». „ 
sale by direct negotiation seconding to tbe Government Urgency Ordinance no. 88/1997 a 69J 
PHOENIX SA. Company, BabMare. 


. j Street, sector 3. is 
of the issued share 


□ Registered Office: Baia Mare, Str. Eliberarii. nr. 15, jud. Maranrares, cod 4800. 

□ fiscal Code: R 2195138. 

□ Registration Da at Commercial Register Office: J24/48/199I 

□ Issued stock capital, according to the latest records 

at the Commercial Registrar Office: 75,181,950 thousand ROL 

□ Turnover in 1997: 534,454,091 thousand ROL 

□ Net profit in 1997: 982^46 thousand ROL 

□ Main scope of activity: electrolytic copper; gold and silver ingots. 


Total number of shares at a nominal value of 25,000 ROL each: 3JM7JT78. 

Tbe shore ownership structure is as follows: 


8 Stale Ownership Fund „ „ . 

Kjsaarial Investment Company Banai-Cnsana 
Q Trading Company COMESA. , 

Q Staa owners through mass privatisation 
O Shares assigned to the manager 


6959 

14.99 

1050 

431 

(MM 


Tbe price offer for the 69.99% issued share capital, Le. 2404,720 shares is 20j63Q*572 DSD. 

The Company PRESENTATION FILE required for subscription to the offer may be obtained at the State Ownership Find, 
BUSINESS CENTRE. OFFERS DIVISION of the International Relations Department. Bucharest 6 Sttvropoleos Street, sector 3 jtoooe 04- 
01/3110495; 3123130; 3124231 and fax 044)1/3121841, daily between 8.00 and 16XJ0 brumal the preceding snbmcing offer date, inclusive, at 
a price of 36,066,660 ROL Foreign citizens or legal entities may pay cash in USD at National Bank exchange rale applicable on foe 
PRESENTATION FILE purchase date. This sum has to be transferred is advance to foe State Ow n e rship Find accounts: no. 
25110600006242300008 in USD at foe Romanian Bank for Foreign Trade (BANCOREX) for foreign investors, or no. 251110988908224 in 
ROL al foe Romanian Bank for DeveJopmeat-Bucharest Branch (BRD-SMB) for Rotmnian investors. 

Porther information -abo« the company's privatization may be offered by S.(kF.^s INTERNET SITE at the address wwwsoCra. mat foe phone 
04-01-3141 139, Mt Alexandra PatiutL 


THE PRESENTATION FILE will be released on presentation oft 
□ a copy of the payment order for the presenotioa file; 

□ identity card (or passpoc for fetragn ritirens); 

□ certificate from the bidding company. 

In order to participate m ihe i^otiaiioos, bidders are required to present evidence of porting at the SeSer’s disposal a graramce 
of a panidpatian lc. 5fil6^13ibousand ROL 618377USD as follows: Roma,au dtaats or teal entities may pay rash to 
the Stale Ownership raid to account no. 251100960900313 m ROL at foe Roomn Book for DercknmeaE - Encfan 
Bsaffids (BRD-SM B): fo ragn_citizens or legal entities may pay cash to the State Ownentip Fsaal to account no. 
25116O6O06Q2iG3OHO6 in QSD. at foe Romanian Bank fwFwmmTtade (BANCOREJO; alternatively tire bidders may instruct 
the hank where they boh) their account to release an unconditional bank gnkantee valid for 188 dgyi 

Ooly ladders that prove they acquire Ihe Presentation file may subnai their PURCHASING UfhjfL 

2TpoUished in the Official Gazette no. 66/1 2.02. 1998k) marioi 

address, in a sealed enveki{g, prior to 5* August, 19%, !&.* hrs. local time (tram deadline for stfamssoo). 


cated plan for doling with 
the crisis since the problems 
first emerged nearly a 
decade ago. 

But Mr Rubin’s remarks 
also Indicated an underlying 
nervousness at the Treasury 
that, for all the progress 
made, Japan may still not 
have done quite enough to 
stop the rot 

On the bridge bank 
scheme, there has been con- 
cern in the US and else- 
where that some of the pro- 
posals may not be 
sufficiently comprehensive. 
In particular, analysts have 
noted that the scheme will 
apply oily to already seri- 
ously weak banks. But the 
problems in some of the 
“sounder" financial institu- 
tions - where problem loans 
continue to depress confi- 
dence, but do not pose an 
immediate threat of 
- may not be dealt with. 

And what of the other 
banks? The case of the Long 
Term Credit Bank of Japan 
is being watched especially 
closely by US policymakers 
as a test of the government's 
resolve in tacking the prob- 
lems. If serious efforts are 
made to remove LTCB's 
problem loans as part of any 
merger deal with Sumitomo 
Trust, the chances of real 
progress are seen as signifi- 
cantly higher. 

Other uncertainties 
remain - both about the 
bridge ban and about the 
eagerly awaited fiscal pack- 
age. The White House knows 



Rubin: much needs to be done 

that much of the advance 
billing far the stimulus plan 
has been caught up in the 
background noise of cam- 
paigning for next Sunday’s 
Upper House elections. 

Ihe really tricky aspect of 
aU this for the US Is - if the 
combined Japanese packages 
ultimately fan the US test of 
seriousness, can the Trea- 
sury actually wash its hands 
of toe yen? 

The reason for the US 
action to prop up the Japa- 
nese currency three weeks 
ago owed only a tittle to the 
desire to offer a carrot-and- 
stick incentive to Japan to 
take appropriate action. It 
was mainly driven by the 
fear, massively present In 
the policymakers’ conscious- 
ness, that a collapsing yen 
would magnify the crisis 
many tinua over. 

Even if Japan disappoints 
again, the imperative of 
avoiding a currency melt- 
down in Asia may force the 
US back to the foreign 
exchange markets. 


Study queries 
IMF conditions 


By Robert ants, 
Economics Editor 


Reuters 


Chi’en, a member of tbe ter- 
ritory’s Executive Council, 
or cabinet. “1 would blame 
things on start-up bumps. 
Bear in mind we are not 
starting up with 10 flights 
lamHng, we are starting up 
like Kai Tak which was one 
of the world’s busiest air- 


The reforms demanded of 
countries that receive sup- 
port from ihe International 
Monetary Fund after eco- 
nomic crises do not take suf- 
ficient account of tbe impact 
that recessions can have on 
public sector finances, 
according to a. top interna- 
tional think tank. 

The study - published yes- 
terday by the Institute, of 
International Fina n ce, a 
Washington-based umbrella 

group for fln oyiirifl1 Institu- 
tions - was generally sup- 
portive of tbe structure of 
the IMF rescue packages. 

Hie study was released as 
the Institute announced cre- 
ation of a high-level steering 
committee on emerging mar- 
ket finance, including chief 
executives • from leading 

Rnanrifll institutions. 

The group includes Wil- 
liam Rhodes, vice chairman 
of Citibank, John Ljpsky. 
chief economist at Chase 
Manhattan, Robert Hormats, 
vice cbajrwian of Goldman 
Sachs, David Eldon, chief 
executive of H ongk o ng Bank 
and Sir David Walker, chair- 
man of Morgan Stanley. 

“The IMF programmes 
generally do not appear to be 
out-of-date recipes irrelevant 
to the East Aslan circum- 
stances," the institute said. 
“Instead they correctly place 
great ampiia<ds on structural 


reform, especially in the 
financial sector when seri- 
ous weaknesses w«*e a 
major reason for the break 
in confidence of foreign 
investors" 

But the study noted that 
-both the Fund ' and the gov- 
ernments were overly opti- 
mistic in the initial pro- 
grammes and did not 
sufficiently anticipate the 
need to calibrate policies in 
light of prospective reces- 
sions". The fiscal targets had 
been relaxed, bat it would 
have been better to set fiscal 
targets in a cyclically 
adjusted framework in the 
first place. 

The institute argued the 
fiscal content of the pro- 
grammes had . not been 
extremely restrictive. Some 
fiscal tightening was appro- 
priate to make a down pay- 
ment on tbe costly process cf 
restructuring domestic 
financial systems. 

Fiscal policy also had a 
si gnalling role, although its 
effect was ambiguous. “IT 
some fiscal tightening helps 
restore foreign investor con- 
fidence. tbe stimulative eff- 
fect of ease in the financing 
constraint can o ut we i g h the 
contractionary effect on 
domestic demand. 

“It however, the fiscal rig- 
nal is I nt erpreted as a mis- 
placed emphasis on fiscal 
austerity, it could actually 
add to the contractionary 
effect” 


NEWS DIGEST 


FEARS OVER GOVERNMENT PREPAREDNESS 

Most Asian companies 
ready for c 2000 bomb’ 

Nearly three-quarters of Asian companies expect to be 
prep ar ed: far the millennium bomb -the potential havoc 
caused by computers reading 2000 as 1900 - according to a 
survey by Merrill Lynch. Costs incurred are relatively tow, ris- 
ing fa a maximum of $70m for HSBC, the global banking 
flTOup. 

However, wh8e compan ie s were said to be surprisingly 
advanced In toek programmes for tackfing the bug - espe- 
cially given the distractions caused by the Asian financial tur- 
moil - the potential for problems rem ain s- One quarter of foe 
56 bonks surveyed expressed concerns that their govern- 
ments or regulators night not be compliant in timet. Even if 
big bonks have prepared internally, problems could arise in 
interbank clearing and s ettle ment systems. 

Airlines are seen as in-prepared, but the International Air 
Transport Association has set up a body to monitor progress 
by airports and air traffic control and ensure they are compfi- 
ant fay 2000. Louise Lucas, Hong Kong 


T HAILAND’S BUDGET 

IMF to discuss bigger deficit 

Thailand and the Intematianai Monetary Fund will dkrua* 
increasing the country’s budget deficit next year from a proj- 
ected 05 per cent of gross domestic product, the finance 
minister, Tarrtn Nknmanhaorrvnda, said yesterday. Thailand is 
expected to run a budget deficit of 3 per cent of OOP on 
spending of BtSOObn ($19bn) this fiscal year to September 30. 
Last month Mr Tarrin pushed through a 1998-99 budget that ~ 
cafled far a 0.5 per cent of GDP deficit on spending of 
Bt825bn. He said stowing economic growth had created a 
need for more fiscal stimulus. Ted Bardacke, Bangkok 


INDONESIAN MILITARY 


Hard line in Irian Jaya 

General Wiranto, chief commander of Indonesia's armed 
forces and defence minister, denounced as “treachery” the 
hoisting of the Free Papoa flag by thousands of separatists in 
Irian Jaya. The denunciation came amid unconfirmed reports 
of sokfiers Idling seven protesters. Priests and organisations 
cited local residents saying troops had killed seven prot e sters 
or Monday, but a local military commander reported only 21 
wounded. Sander Thoenes, Jakarta 


LEGAL NOTICES 


. US$150,000,000 
Floating: Rate Capital Notes due 2001 

issued by 

BARINGS BY 

(in liquidation zn The Netherlands) 

in January and October 1986 

guaranteed by 

BARINGS PLC 

(hi liquidation In Qggtand) 

NOTICE IS HEREBY GIVEN that the meeting of the 
holders of the above-mentioned nates (toe "1986 
Norcs”) convened for die purpose of considering and, if 
thought fii, approving modifications to the rerme of toe 
1986 Notes and the trust deed constituting die 1986 
Notes relating to a proposed scheme of arrangement 
between, among others, Barings FLO (the guarantor of 
the 1986 Notes) and the trustee of dm 1986 Notes, 
convened for 6th July, 1998 arThe Insurance Hall, 20 
Aldermanbury, London EC2V THY, was adjourned for 
lack of a quorum. The date of the adjourned meeting will 
be announced in due course. 

M.E. Mills 

joint liquidator of Barings PLC 
as agent and without personal liability 

Rutger Jan GraafSdmnmdpennmck 
in his capacity as imrator (liquidator) of Barings BV 
without personal liability 

8tfa July, 1998 


LEGAL NOTICE 


INTHE HIGH COURT OF JUSTICE NO. 0027 12 OF 1998 

CHANCERY DIVISION 
COMPANIES COURT 

In the Matter of 
Barings PLC (in liquidation) 

and 

In the Matter of 

Bishopsconrt (BB&Co.) Limited 
(m liquidation) 

and 

In toe Matter of the Companies Act 198S 

NOTICE is HEREBY GIVEN that at tbe meetings directed by 
ceni ““ credilorli of the above companies convent 
^ cohering and, if fonugfre fit, -pproriog 
without modification) a Scheme of Arrangement 
proposed m be made b «ww, among others. Barings PLC 
m liqindatxjn (“PLC”) and Bishopscourt 

i qU ^ fan ° n iiT B&Co " } and toe said creditors held at The 

M^^^h, M r^ C T flDbtIr7 ' L00don ECZV m “ 
MondW Gch i Juft K98, the resolutions that the Scheme of 

majority required by sermon 425 of toe ConqMtoHtalMS. 
Tbesaid Sdieme rrf Arrangement is, bonder, sufl subject » 

, 0ldm * USS150JXHMW0 Hearing 
2001 ^ by Barings BV, wShS 
been adjourned (toe date erf toe adjourned wra 

armonnoedmduecooiseJ.Bndtoqjpn^gijjy^^^,^^ 

DATED Oto July, 1998 


35, Basmgfraii Street, 

London BC2 V 5DB, 
(RefiRLH) 

Solicitors for PLC and BB&Ca 
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BRITAIN 

NORTHERN IRELAND BLAIR FIRM ON MARCH BAN FOR NATIONALI ST STREET AS TR O OP L EVE L S LOO K SE T T O PEAK 

Premier to meet Orange Order 


By Jofia Murray Brown 
in Belfast 

Tony Blair, the UK prime 
minister, said yesterday lie 
would be prepared to meet 
the Protestant Orange Order 
but warned he would not 
reverse the decision to pre- 
vent the Portadown parade 
entering the local Catholic 
housing estate. 

Mr Blair is expected to 
meet leading Orangemen 
tomorrow. The move came 
as the UK government 
announced an extra 800 
troops would be deployed 
this week as a “prudent mea- 
sure to sustain those units 
already deployed in support 


of the police". Their arrival 
will boost troop numbers in 
Northern Ireland to nearly 
1&000, its highest level for 
some time - a farther sign of 
the developing crisis. 

As the region prepared for 
Its third night of violence, 
the Rev Ian Paisley, leader of 
the hardline Democratic 
Unionists, warned of a “day 
of reckoning" if the march 
was not allowed into the dis- 
puted Garvagby Road before 
this weekend's annual 12th 
of July parades commemora- 
ting William of Orange's vic- 
tory over the Catholic King 
James n at the Battle or the 
Boyne in 1690. 

“It would be far better to 


let them down before the 
12th. Anybody here who has 
any imagination knows 
what’s going to happen on 
the 12th- And if they haven’t 
got annng h imagination that 

the 12th of July win be the 
settling day then they are 
very foolish. Every Ulster 
man and woman knows the 
12th will be the decider," Mr 
Paisley said. 

Meanwhile David Trimble, 
the Northern Ireland first 
minister, warned the stand- 
off could not go on indefi- 
nitely and said “some ele- 
ments" on both sides were 
intent on exploiting the situ- 
ation. 

Mr Trimble and . Seamus 


Mallon, deputy first minis- 
ter, yesterday met leaders of 
the fringe "loyalist" parties 
amid reports that elements 
of one of the banned Protes- 
tant paramilitary groups had 
been involved in the recent 
street unrest 

Mr Mallon said: “We’re 
certainly not going to give 
up in preserving the agree- 
ment-" 

His comments came as 
signs of division emerged in 
the Orange Order. Joel Pat- 
ton, of the rebel Spirit of 
Drumcree group, criticising 
the order’s decision to meet 
the prime minister. 

“Whenever your enemy's 
in trouble, you don’t go and 


ask them far a meeting. You 
wait until he comes to see 
you. We’re not In trouble. 
Trimble’s in trouble and 
Blair’s in trouble and his 
agreement’s In trouble. I'm 
not In the business of baiting 
David T rimble out or batting 
this assembly out," he said. 

At Drumcree yesterday - 
on the outskirts of Porta- 
down - local protest was 
stepped, up a gear as an 
angry “loyalist” crowd 
penned-in Ca tholic families 
near the Garvagby Road. 
The temporary steel security 
gates were closed as tensions 
increased. "Loyalist” women 
attempted to march into the 
area. 



Opposition leader 
faces ‘wimp’ jibes 
following illness 

After William Hague’s sinusitis, MPs are 
worried they may have elected a weakling 
to lead them. George Parker reports 


T he health of William 
Hague, the Conservative 
party leader, has become 
the subject of the kind of 
speculation more commonly 
associated with elderly Rus- 
sian presidents. 

Government circles are 
abuzz with gossip over why 
the 37-year-old head of the 
UK’s biggest opposition 
party recently took to his 
sick bed for more than two 
weeks and did not return to 
his public duties until Mon- 
day. 

Mr Hague fell ill with flu 
symptoms on June 19 - the 
first anniversary of his elec- 
tion as party leader in suc- 
cession to John Major, the 
prime minis ter swept from 
power by Tony Blair’s 
Labour party landslide in 
May 1997. Mr Hague was not 
then seen in public until last 
Sunday. 

Conservative party offi- 
cials said on June 26 that the 
flu had turned into sinusitis 
and that Mr Hague had been 
admitted to a hospital in 
northern England, to have a 
sinus drained. 

Party headquarters - in an 
attempt to dismiss gossip 
among Conservative MPs 
that they had elected a 
weakling - published a let- 
ter from Mr Hague's doctor 
saying that sinusitis would 
leave even the healthiest 
person feeling very unwell. 
The party insisted late in 


June that he would spend a 
few more days in bed before 
returning to the Cray, 
refreshed and fall of vigour. 
But a week later there was 
still no sign of him 
"Mr Hague’s doctor was 
concerned that be made a 
full recovery from the opera- 
tion and did not risk any fur- 
ther infection by returning 
to work prematurely," said 
the party. Asked on Sunday 
about jibes that he had been 
a wimp by staying off work 
for more than two weeks, Mr 
Hague replied: “1 just hope 
whoever says that isn't the 
next person to have sinus- 
itis.” 

His absence from two ses- 
sions of prime minister’s 
question time - the high- 
light of the parliamentary 
week - has dismayed Con- 
servative MPs, who have 
become increasingly worried 
in recent weeks at their 
young leader's distpal opin- 
ion poll ratings. 

A MORI poll last week 
suggested that only 8 per 
cent of voters thought Mr 
Hague would be a good 
prime minister, compared 
with 20 per cent for Paddy 
Ashdown, the leader of 
the much smaller pro- 
European Liberal Democrat 
party. 

Mr Hague was elected 
leader after one of his par- 
ty’s most humiliating defeats 
in a national election. May 





MPs have, become 
increasingly 
worried in recent 
weeks at their 
young leader’s 
dismal poll ratings 


1907 marked the end of 18 
uninterrupted years in office 
that began when Margaret 
Thatcher ousted the Labour 
government lead by James 
Callaghan. 



Banks to 
announce 
national 
‘smart’ 
card plan 

By Christopher Bran-Homes 





Hard ads to foSow; MffSsm Hague frnafri picture) has led the Conservatives lor a year but has faded to 
prove he b as strong as the party’s most famous leaders, Winston Ctiurchfl and Margaret Thatcher 


Most party activists last 
year wanted Kenneth 
Clarke, the forthright pro- 
European former chancellor 
of the exchequer, to succeed 
Mr Major as leader. But the 
party’s MPs. who had the 
final decision, could not 
bring themselves to back 
such a strong “Euro- 
enthusiast”. 

• They elected. Mr Hague, 
whose only previous experi- 
ence -of high office was a 
stint , as chief minister for 
Wales. He was young - 
although prematurely bald - 
and the Conservatives 
sensed they needed a leader 
to take them through a 
lengthy spell in opposition 


He is a brilliant orator and 
almost unnervingly calm - 
he practises transcendental 
meditation. 

His first year as leader 
was spent transforming the 
ancient structures of the 
party, making it more demo- 
cratic, and adopting a mark- 
edly Eurosceptic stance. 

Mr Hague hag languished 
in the shadows, almost 
unnoticed by the public, 
while Tony Blair has contin- 
ued to bask in the afterglow 
of his election triumph. 

Conservatives hope that 
once Mr Blair’s golden Sow 
has faded the public will 
want to get to know Mr 
Hague. 


Leading UK banks are today 

exported to anno unce plana, 
for a national roll-out of 
chip-based plastic “smart” 
cards. 

The decision, to* be 
announced by the Associa- 
tion for Payment Clearing 
Services, will eventually con- 
sign magnetic stripe cards to 
the dustbin of history. 

It will put the UK in the 
vanguard of efforts to 
develop a smart card that 
could one toy be used glob- 
ally, as it Is based on the 
Europay Mastercard Visa 
international standard. Only 
France has a national smart 
card scheme, though it is not 
based on international stan- 
dards. 

The banks say that cards 
with sophisticated computer 
chips will cut fraud and 
allow the same piece of plas- 
tic to be used far many dif- 
ferent functions, catting out 
the clutter of plastic in con- 
sumers’ wallets. “This is one 
of tin* most significant devel- 
opments in UK banking 
since the magnetic stripe 
was introduced 30 years 
ago," said one observer. 

The initiative, following 
successful trials in two 
towns in En gland and Scot- 
land. hag huge implications 
for financial institutions, 
retailers and equipment sup- 
pliers. Cash madiinw: point 
of sale terminals a nd mil- 
lions of plastic cards will 
have to be upgraded or 
replaced. 

The first chip-based cards 
are expected to be issued 
early next year, although for 
the foreseeable future they 
will continue to carry mag- 
netic stripes. 

The target is to convert at 
least half the UK’s 530.000 
terminals and 104m cards 
within three years, with a 
more aggressive update of 

hkN mafWwpji 

Chip cards allow different 
functions to be combined - 
such as credit, debit, elec- 
tronic purse driving licence 


passport, mortgage, golf dub 
membership or health 
details. 

Retailers, however, have 
expressed reservations about 
the transition. 

Anne Fyfe, acting director 
of financial services at the 
British Retail Consortium, 
said the trials showed trans- 
actions took longer than 
those with magnetic stripes 
- sometimes by as much as 
20 seconds. 


news DIGEST 


BBC 


Accounts to show $158m 
spent on digital sendees 

The BSC fe to tftedow next week thrti 

setting up c&gtel services last year. JidUdnfl | NsNawn 

digital services could double the 

report and accounts are also expected to show 

from gommereW venture®, induing 

Wring out studios. Increased shan^to £12^^ 

Mach. The report will mark the BBC’s 
to demonstrate more dearly that its 
not subsidised by Its £2bn Sconce foe {a levy -ontfw 
ship of a TV set) funding. The report ^W"***^ 
detailed dfectosura the BBC has made of its commercial 
activities. John Gapper, London 

DEVaOPMBfT CORPORATION 

Tax status changes discussed 

The Treasury may create a new tax status to stop foe Com- 
monwealth Development Corporation moving into “tax eeefla" 
after It is parttafiy privatised, the gov ernm ent revealed yester- 
day. Clare Shat, chief minister for international development,^ 
said a new category of “development investment corporation" 
would mean the 50-year-old CDC - designed to stimulate 
investment In the world’s poorest countries - would not need 
to move abroad to reduce its estimated £14m ($23m) annual 
tax ML The government announced last October that the 
CDC was to become a pubSc-prtvate partnership but Ms 
Short yesterday told MPs that expert advice indicated the 
reformed body would be more “tax efficient* If it moved its 
base offshore. Liam Hafligan, London 
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WALK 

Ministers set GDP targets 

The goverivnentyekertoy sat itself the task of raising wages 
and employment levels in Wales or risk losing support at the 
next general electron. But critics said the strategy was "an 
ultimate demonstration of Labour's soundbite politics*, with 
no new policies or funding. The promises ware made by Ron 
Davies, the Welsh secretary, at the launch of a new economic 
strategy for Wales. The report sets a target for the region to 
equal the European Union average for gross domestic prod- 
uct Its current level Is 80 per cent Jufiette Jowit, Cardiff 


JERSEY REGULATION 


m 


Authorities review UBS arm 

Jersey's new Financial Services Commission, working in con- 
junction with the Swiss Federal Banking Authority, is review- 
ing the activities of a St HeOer-based subsidiary of banking fp 
giant UBS, the Island’s commission said. Jersey is the biggest ■ ■ 
of the Channel Islands between England and France. The 
subsidiary, Cantrade Private Bank S wit zer lan d (Cl), was fined 
£3m ($5m) by Jersey's Royal Court in May, when It admitted 
charges of criminal recklessness. "It’s a review from a bank- 
ing supervisory point of view." said Richard Syvrst. director- 
general of the commission, which took over regulation of the 
island’s finance industry on July 1. Phffip Jeune, Jersey 


LOCAL GOVERNMENT 


1 CL in $80m outsourcing deal 

Highland Regional Council, a municipal authority in northern 
Scotland, has awarded a £48m (S80m) cont r act to Fujitsu's 
ICL offshoot for the computer software and services group to 
manage its information technology requirements over the next 
10 yeas. The contract is being let under the government’s 
private finance initiative, under which private finance is 
attracted to public projects. Christopher Price, London 
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LOBBYING ALLEGATIONS BLAIR SAYS GOVERNMENT IS VULNERABLE TO ‘FAVOURS’ CHARGE 


Blair calls for review of rules 


By Robert Peston, 
Pottfcal Bfitar 


Roger Liddle: aBegecHy made explosive remarks but The Observer says there is no 


Tony Blair, the prime 
minister, conceded yesterday 
that his government was 
vulnerable to charges that it 
did special favours for far- 
mer Labour party officials 
who had moved to the pri- 
vate sector. 

hi response to a spate of 
allegations that lobbyists 
have privileged access to 
ministers and benefit from 
leaks of sensitive govern- 
ment information, Mr Blair 


said “we do as a new govern- 
ment have to be extremely 
careful". 

Lobbyists, who had previ- 
ously worked for Labour 
during its 18 years in opposi- 
tion, were now “flattering 
around the new government, 
trying to make all sorts of 
claims of Influence". He had 
therefore asked the head of 
the home civil service. Sir 
Richard Wilson, to review 
roles on links between gov- 
ernment and lobbyists to 
ensure they were “fully 
up-totote, properly enforced 


and properly Implemented". 

Meanwhile, there was a 
concerted government 
attempt to undermine the 
credibility of an article in 
The Observer newspaper on 
Sunday which prompted' the 
present controversy. 

After it disclosed there 
was no tape recording of 
potentially explosive 
remarks allegedly made by 
Roger Liddle, an aide to the 
prime minister, it was 
accused by Peter Mandelson. 
the minister without portfo- 
lio, of “slipshod journalism". 


Mr Liddle yesterday 
repeated his denial that he 
had “offered to make intro- 
ductions" to government 
ministers. Mr Mandelson 
was also disparaging of 
Gregory Palast, the journal- 
ist who wrote foe story. 

However, the newspaper 
claimed Mr Palast had 
acted as an. adviser to 
Labour on energy policy in 
opposition and that since the 
election he had been 
“invited to work on a green 
[consultation] paper con- 
cerning utilities regulation”. 
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Foreign minister U-turns 
over Africa telegrams 


CHASE 


new jobs 

Turn 10 the 
appointment pages 
for Chase Manhattan 
vacancies 


By Andrew Parker, 

Political Correspondent 

MPs last night claimed 
victory over Robin Cook, foe 
foreign secretary, after he 
offered to hand over immedi- 
ately details of Foreign 
Office telegrams about the 

"arms-to-Africa” affair. 

The all-party House of 

Commons foreign affairs 
committee is expected to; 
agree on Tuesday to. Mr; 
Cook's offer of summaries' of 
the telegrams. He has said 
they must remain confiden- 
tial until completion of an 
Independent Inquiry into foe 
affair, by Sir Thomas Legg, a 
farmer civil servant 
But the committee that 
has been examining aspects 
of foe affair faces another 
confrontation with Mr Cook 
next Thursday, when he 
gives evidence to it He told 
it in a letter “I will not be 
able, before completion of - 
foe report to disclose infor- 
mation on matters which., 
may fall within Sir Thomas 
Legg’s remit”. , 

The committee has been 
asking Mr Cook for the tele- 


grains for the past two 
months. They tocos on com- 
munications between Peter 
Penfold, British high com- 
missioner to Sierra Leone, 
and the Foreign Office in 
London, about Sandline 
International, a UK military 
consultancy company. 

Sandlrne denies breaching 
; a UN arms embargo by sup- 
plying arms to Siena Leone 
and claims it had govern- 
ment approval far its activi- 
' ties. The affair has caused 
.acute embarrassment to Mr 
Cook because of his declared 
"ethical" foreign policy. 

The foreign secretary orig- 
inally refused access to foe 
telegrams. Then he said foe 
committee could have sum- 
maries of the telegrams once 
Sir Thomas's report was 
published. Last week he 
offered summaries of foe 
telegrams as long as they 
, remained confidential. 

■ ■Donald Anderson, Labour 
chairman of foe committee, 
during a House of Co mm ons 
debate yesterday about foe 
stand-off ! with Mr Cook, said: 
“We had' decided as a com- 
mittee. dare . I say, not to 


blink first. We have not 
indeed blinked." 

Mr Cook bas agreed to pro- 
vide summaries of foe tee- 
grams “as rapidly as possi- 
ble" If the committee 
formally accepts foe compro- 
mise on Tuesday. 

Committee members 
should be able to view them 
before Sir Thomas completes 
his report, expected late this 
month. 7710 Foreign Office is 
concerned the contents of 
the summaries could be 
leaked in advance of the 
report 

Mr Anderson has proposed 
the summaries should be 
kept by Christopher Ward, 
committee clerk, in his room 
at the Houses of parliament 
Members would be able to 
see them, but not take notes. 

Sir George Young, shadow 
leader of the House of Com- 
mons, said Mr Cook’s treat- 
ment of the committee had 
raised doubts about foe gov- 
ernment’s commitment to 
openness. Ann Taylor, leader 
of foe Commons, said all 
governments bad at times 
limited information to select 
committees. 


BSE bill may 
reach $5.7bn 


By Lam KaSgan, 
PaitBcal Correspondent 


Government spending on 
schemes related to the BSE 


crisis is set to reach £3_5bn 
<$5.7bn) by 2000, says the 
National Audit Office in a 
report published today. 

Acknowledging “intense 
pressure” on officials to 
respond to foe beef industry 
crisis sparked by revelations 
in March 2996 about BSE - 
that beef infected with “mad 
cow disease" could cause a 
variant of Qreuizfeldt-Jakbb 
disease, a. deadly human 
brain condition - the NAO 
report says .the agriculture 
ministry, in slaughtering 
2.6m cattle In 18 months, 
achieved “impressive 
results". 

The NAO estimates total 
spending on BSE-related 
schemes has so far reached 
2L5bn, with a farther £ibn 
expected to be spent by foe 
end of the century. 

The report criticises prices 
the agriculture ministry paid . 
to- abattoirs to slaugh t er ani- 
mals in danger of infection. 

The NAO says foe initial 


disposal fee of £87.50 for each 
animal fell to an average of 
■ £25 “as a result of competi- 
tion” after July 1997, when it 
was put out to tender. In an 
implicit criticism of the abat- 
toir industry - which offered 
an original unit price of £129 
- and of government offi- 
cials, foe NAO reports: “In 
view of over-capacity in foe 
industry, it would have been 
reasonable to expect that 
keen prices would have been 
on offer in negotiations for 
this work.” 

It says “no evidence” 

. existed that the Intervention 
Board - responsible for 
implementing the BSE 
schemes - had "acted other 
than impartially" in select- 
ing abattoirs. The use of 
competitive tendering from 
the outset would have 
delayed schemes “by at least 
three months”. . 

Officials are understood to 
have lobbied the NAO to 
minimise criticism, telling 
Sir John Bourne. NAO chief, 
that, circumstances meant 
action had to be taken 
quickly to prevent the beef 
industry collapsing. 


POWER 
CORPORATION 
OF CANADA 



JaqjnesdeLaros^tfcChiirapfen 

Power Corporation of Canada 
is pleased to announce that 
Mr. Jacques de Larasiere de 
Champfeu has been elected 
to its Board of Directors, 
ffnlif earlier the year. Mr. de 
Larosiere de Champfeu was 
President of the European 
Bank for Reconstruction and 
Development, He has served 
as Governor of the Bank of 
France. Managing Director 
of the International 
Monetary Fund, and Director 
of Hie Treasury of France. 

Power Corporation of Canada 
is a diversified management 
and holding company with 
major interests in financial 
services and communica- 
tions companies in North 
America. Through affiliates 
Power also holds significant 
positions in a number of 
important communications, 
industrial, energy, financial 
services and food companies 
based in Europe. 
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Tackl ins) (Bandwidth 


Long delays on the internet are causing frustration for businesses and 
customers but help may be on the way, writes Geoff Naim 


P As the internet grows in 
popularity, so too does 
user frustration with its 
erratic performance. This can 
translate into lost sales for com- 
panies seeking- to do business via 
their web site. 

The net was not to 

support the traffic levels it han- 
dles. Telephone companies are 
forced regularly to upgrade their 
“backbone” networks with more 
optical fibre and bigger routers - 
the devices that direct internet 
traffic - to keep pace with 
demand. 

Thanks to these upgrades, a 
big meltdown lias been avoided 
but bandwidth supply continues 
to lag. behind demand. As the 
1.5m US investors who trade via 
the internet found in October, 
the internet leaves much to he 
desired. 

Market turmoil caused by the 
Asian currency crisis created 
unprecedented traffic to the 
online brokerages. Network con- 
gestion meant many investors 
were temporarily dented access 
to their broker's -web site or 
found their orders were executed 
more slowly than they wanted. 

Many factors afreet web site 
performance and often the inter- 
net is not to blame. In the Octo- 
ber crisis, the target for inves- 
tors’ wrath should have been the 
overloaded web servers of the 
brokerages, according to Zona 


Research, a US research com- 
pany. E*Trade. a leading US 
internet broker, Kan accelerated 
its investment in systems to sup- 
port more users, although it 
denied its servers tailed to handle 
the October trading volumes. 

Difficulty in offering a reliable 
service is one of the biggest prob- 
lems facing businesses hy in g to 
use the internet for e-commerce. 
“Our customers are telling us 
that they cannot apply the inter- 
net to e-commerce as aggres- 


e-question 


*What is being done to 
make the net a faster, 
more reliable network?* 


stvely as they would like because 
they cannot predict or control 
internet traffic very easily." says 
Nigel Ban, general manager for 
internet systems at Hewlett- 
Packard. 

HP claims to have addressed 
this problem with software that 
allows web sites to offer predict- 
able levels of service, differenti- 
ated according to the importance 
of the user. The concept, called 
quality of service (QoS), is not 
new but has traditionally been 



JOHN KAY 


The future is 
not that close 


The ‘new economic 
paradigm’ may be 
just imagination 

Everyone knows that technology 
is advancing at an unprecedented 
rate. In the US it is even argued 
that there is a “new economy" or 
a “new economic paradigm”, in 
which innovation has freed us 
from .the laws, of economics 
which hitherto restricted growth. 

And yet there is a problem 
with this argument The best 
measure we have of the rate of 
technological change is the rate 
at which productivity is 
increasing - particularly in those 
countries, like the US, which are 
at the frontiers of efficiency and 
application of technology. And 
productivity growth has notgcaie 
up. In the US. and in most other 
developed countries, productivity 
has risen by less in the 25 years 
or so since 1970 than it did in the 
25 years before that 

Now many of the proponents of 
the "new economic paradigm” 
are aware of this difficulty. They 
argue that the statistics are 
simply wrong: they foil to refle ct 
properly the impact of 
technology on growth and 
output There is probably 
something in this argument But 
to make it stick, you would have 
to demonstrate not only that we 
'are underestimating the value of 
improvement in the quality of 
goods we buy - which is 
plausible - but that we are 
underestimating by more, much 
more, than we did in the past 
■ There is another possible 
explanation. It is that we are 
victims of our own hype, and - 
that technology is not moving _ 
forward today any fester than it 
did in earlier decades. 

After all. someone who lived 
from I860 to 1960 would have 
seen horse transport replaced by 
cars nud aeroplanes, would have 
watched electricity and 
everything powered by it 
introduced into their home, and 
might have lived to I960 because 
they had not died from 
. contaminated water, smallpox, cr 
infectious diseases - which is 
what would very probably have 
happened if they had been bora a 
century earlier. They could never 
have expected to see or hear . 
Abraham Lincoln but the voice 
and moving image of John 
Kennedy was In their living 
room. Besides all this, internet 
shopping seems a rather minor 
novelty. . , A . 

. That thought was stimulated 
when l stumbled across a dusty 
copy of a 1967 report from the 
futurologists of the Hudson 
Institute Tht next 33 years- a 
frameuork for speculation by H. 
Kahn and AJ. Wiener ©aedahm, 
1967). They had drawn on historic 
trends in Innovation to suggest 

changes that would “almost 

certainly” occur before the endar 
the century. They got a lot right- 

They forecast general use of 
automation and cybernation in 
management and production, and 
development of high-speed data 
processing. They anticipated 
uni versal real-time credit, audit 
and banking systems. They 
thought wc would have facsimile 


rmrhmpa, and high quality 
reproduction in black-and-white 
ami colour. C cmmunlcrtlOD 
would be transformed by 
personal pagers (perhaps even 
two-way pocket phones). 

It is amusing that the too 
ubiquitous ihnhfte phone was 
regarded as a way-out invention. 
Like many- people in the 1960s, 
these frituralogifrts correctly 

sensed that information 

technology would be important, 
and their expectations about 
what it would achieve were 

flii^pHaingly pgMCtettt. 

What they did not anticipate 
was miniaturisation, or that 
processing would became so 
cheap that we would have our 
own personal computers rather 

than » terminal tn a central 
mega-computer. But once you 
move outside the field of 
electronics, very few of the 
innovations they anticipated 
have occurred. 

Take transport. They expected 
us to have personal flying 
platforms and inexpensive 
road-free (and fedttty free) 
transportation- We would 
traverse longer distances in - 
super-helicopters and giant 
supersonic jets, and enjoy - 
inter-planetary travel In reality, 
developments in transport have 
been modest In 1939, you crossed 
the Atlantic in an ocean liner; in 
1969, you could do so tn six hours 
in a jumbo Jet Now the seats are 
more comfortable and the flight 
attendants friendlier, but the 
service Is essentially the same. 

They expected our lifestyle to 
be transformed. We would have 
relatively effective appetite and 
weight control. We would benefit 
from human hibernation, 
cgnt rolted wigrhaniams for 
relaxation and sleep, chemical 
methods for i m proved memory 
and learning; and enjoy 
programmed dreams. And there 
would be non-harmM methods of 
over-indulging. 1 wish they had 
been right 

The fist of things that have not 
KappptiPirt goes on. We do not 
light cities by artificial moans, ar 
have any significant influence on 
the weather. The fabrics we wear 
have not changed much. We still 
do not mine the oceans, and we 
«p rfa»tnly do not have undersea 
colonies. Automated grocery and 
department stores are technically 
feasible, bat we do not want 
them. 

If you had been writing in 1966, 
and had projected the pace of 
i historic development in the 
| creation of new materials, in 
1 transport in pharmacology and 
in lifestyle changes, you -would 
have anticipated for more than 
1 occurred, which is what the 
Hudson Institute did. In only one 
-admittedly large -area would 
you have underestimated the 
pace of change. Perhaps we have 
been misled by one extraordinary 
sector - electronics - into 
exaggerating the rate at which 
the world is changing. Perhaps 
the story the statistics teH us is 

true. 

The author is fte Peter Moores 
Director of the Said Business 
School at Oxford UnioersHy and a 
director of London Economics. 

This column appears fortmubtig. 


reserved for corporate networks. ■ 
HP's technology, called Web QoS, 
extends the idea to the internet 
and is particularly relevant to 
e-commerce. Mr Ball says. “In 
order to have a good customer 
experience you have got to have 
predictable service. Customers do 
not want to stare at- the browser 
hourglass {displayed while 
waiting to access a site] wonder- 
ing what is happening." 

HP’s Web QoS technology 
allows e-commerce sites to offer 
higher service levels to custom- 
ers in thfr process of completing a 
transaction or who are regis- 
tered. These get priority over 
browsers or first-tune visitors. Mr 
Ball compares this to a “frequent 
flier” programme: those who 
want to place an order are 
upgraded to “business class". 

The HP technology comes into 
its own when the web site suffers 
an unexpected flood of hits, 
which would overload a conven- 
tional site and degrade perfor- 
mance for everyone. Web QoS 
overcomes this by allowing web- 
masters to limit, the number of 
users admitted to the site and, if 
necessary, temporarily excluding 
low-priority users. Users allowed 
into the site are assured predict- 
able performance. Those 
excluded are told bow long they 
must wait to gain entry. 

One drawback of the HP tech- 
nology, which costs $800 a server. 


• Is that it is only available for HP 
computers. The company plans to 
offer It on other computers. IBM 
has added QoS to its latest web 
servers with a product called 
Nagano, based on technologies 
that powered the web site of the 
winter Olympics in Nagano, 
Japan. 

QoS is an elusive target 
because it depends cm many fee- 
tors apart from the web server. 
Recognising this, HP has tewmprf 
up with Cisco Systems, the net- 
working company that supplies 
most of the routers that control 
the internet The aim is to deliver 
“end-to-end" QoS In which the 
concept is extended out to the 
network. Cisco routers will recog- 
nise that a particular stream of 
data represents a commerce 
transaction and so have 

priority over less-critical traffic 
at each of its “hops” across the 
internet 

The development of QoS is led 
by specialist companies, such as 
Check Point Software, Class Data 
Systems and racketeer. Their 
“bandwidth management” tech- 
nologies are coveted by larger 
networking companies. 

The- industry has long recog- 
nised the of the QWR - 

size-flts-all pricing model of the 
j ptwnot hut hag not had the *nnlK 
to manage bandwidth so that 
tiered pricing can be imposed. 
Arnold Pijpers. European direc- . 
tor for Packeteer, gives the exam- 
ple of a student casually awrftng 
the internet via the high-speed 



connection of his college. Such 
users - known as “bandwidth 
bandits” in the industry — 
monopolise the bandwidth avail- 
able at a web site, degrading per- 
formance for those with slower 
dial-up connections. While the 
student is watching bandwidth- 
intensive video (dips in an online 
music stare, genuine customers 
maybe trying to make purchases 
smA f»iitng r their connec- 

tions are refused or are too slow, 
racketeer's PacketShaper hard- 


ware enables internet service 
providers (ISPs) to guarantee 
miniTmim levels of bandwidth 
and ensure bandwidth-hungry 
applications do not hog the net- 
work. ISPs can offer, for higher 
charges, an agreed service. Mr 
Pfjpers believes such “service 
level agreements" will become 
increasingly important “We give 
ISPs a tool to become more ser- 
vice-oriented and make more 
money ” says Mr Pijpers. 

QoS will be incorporated in 


Internets, the high-speed network 
being built to offload academic 
traffic in the US. QoS is difficult 
to implement on the internet 
which is a hotchpotch of multiple 
networks and hardware from dif- 
ferent vendors. 

Nevertheless, there is a grow- 
ing recognition that the internet 
must evolve to give better sup- 
port to e-commerce and other 
critical applications. The days of 
the bandwidth bandits look 
numbered. 


INTERVIEW FR ANCESCO CA10, MERLONI EL ETTR0D0MESTICI 

A reflective white 


The man behind Ariston and Indesrt is bringing 
expertise to a mature industry, says Peter Marsh 


VT* What have the internet, 
R frie euro, and the spread 
of the Rn ffish lan g ua g e to 
do with washing machines? 
Plenty, says Francesco Caio, the 
high-flying Italian computer 
expert who took over 18 months 
ago as chief executive cf Merloni 
Elettrodomestid, Europe’s fourth 
biggest domestic appliance 
maker. 

In the late 1980s Mr Caio 
worked five years in London as a 
McKinsey management consul- 
tant, before moving "to Olivetti, 
the Italian information technol- 
ogy company. For three largely 
successful years, he ran OmniteL 
its cellular telecommunications 
subsidiary. For three months in 
1996 he toe* over as chief execu- 
tive of the whole group. 

He was headhunted to Merloni, 
known fra - its Indesit and Ariston 
brands, by its majority owner 
and chairman. Vittorio Merloni, 
as part of an effort to broaden its 
management culture and intro- 
duce pan-European thinking. 

Mr Caio, 40, has introduced 
Wngtfch as the working language 
among Merloni's top managers, 
and Instituted a "knowledge 
audit” of the company's non- 
manufacturing staff to test their 
potential for new jobs and inno- 
vative thinking 

As bdits someone with a mas- 


ters degree in computer science, 
backed up by an MBA from 
frigid he enthuses about using 
electronic and telecommunica- 
tions techniq ues in Merloni's 
business. Mr Caio feels the 
advent of the euro will assist 
integration of the company's dif- 
ferent business parts. 

The euro is like an identity 
card far the whole of Europe,” he 
says. Merloni is expected to use 
th e e ur o increasingly in tetgmal 
and external accounting. The 
internet win, Mr Caio -believes, 
similarly smooth out some 
aspects of management, making 
it easier for businesses to com- 
pare price levels in different 
markets or to “trade" informa- 
tion internany. 

“In the past you had different 
computer and telecommunica- 
tions standards, DEC or IBM vud 
so on. Now everyone's moving to 
the same one.” 

The company's top manage- 
ment structure has been 
reformed. Three chief operating 
officers, covering manufacturing, 
marketing, and finance and 
other functions, used to report 
directly to Mr Mo-lani, who until 
last year combined being 
chairman and chief executive. 

Now 12 executives, with a 
range of product and sales 
responsibilities covering 


Merloni’s main markets in 
Europe, answer directly to Mr 
CaiOL Mr Merloni, whose father 
set up Mgjoni in the 1930s, and 
who ran the company for 25 
years, no longer i n volves himself 
with day to day operations. 

Last year Merloni had sales erf 
L2£00bn ($1.57bn). At L8&5bn, 
pre-tax profit last year was 
nearly four times the figure of 
1996 »Tifl in the past 18 m onths 
the shares have been among the 
stars of the MDan bourse, outper- 
forming the rest of the market by 
TOO per cent. Thirty per cent of 
the shares are traded 
publicly. . 

The fla ttening of the manage- 
ment structure brings the people 
at the top closer to what is hap- 
pening in the company.” says Mr 
Caio. “You can't run a business 
like this without a degree of 
i n volvement-" 

Far much of its evolution. Mer- 
loni has had a somewhat 
parochial culture. It is based in 
Fahriano In southern Italy, the 
region where until 20 years ago 
its sales woe concentrated. Mr 
Caio is trying to accelerate broad- 
ening its perspective, in line with 
its wider sales base. Only a quar- 
ter of Merloni's revenues come 
from Italy, 40 per cent from the 
rest of western Europe and 25 per 
cent from the formerly commu- 
nist nations of eastern Europe. 

Virtually all the tap people at 
Merloni used to be Italian but 



Rancssco CakK *We are not taunchmg missiles at the moon* Cofin Beers 


senior managers are being 
recruited into the company freon 
France, the UK, the Netherlands 
and Portugal. 

A survey by Merloni’s human 
relations staff of all the compa- 
ny’s 2£00 non-production staff to 
tiy to find out their ideas and 
capabilities is aiming to “dis- 
cover what people want to 
achieve, their competences, and 
their attitudes,” says Mr Caio. 

Many of Mr Caio’s ideas are 
linked to his previous experi- 
ences at Olivetti and McKinsey, 
where he mainly advised elec- 
tronics. telecoms and media com- 
panies. T learned how to listen. 
You have to hold up a mirror, 
have a discussion, and balance 
the wisdom of what people are 


telling you with facts.” 

Another aim is to encourage 
risk-taking. Tn my view, it’s bet- 
ter for people to take 10 decisions 
and to get three wrong, rather 
than make no decisions at alL” 
The top people in the company 
are being encouraged to torn 
themselves into what Mr Caio 
calls “thinking leaders” rather 
than more passive " executive 
m a nag ers". 

What does Mr Caio, with a 
background in apparently more 
glamorous industries, think of 
the white goods business? T was 
told I was coming in to a mature 
industry. That’s rubbish. We are 
not launching missiles at the 
moon but there is an enormous 
potential for innovation.” 





INFORMATION TECHNOLOGY BRIEFS 


GreenChip cuts 
standby power 
consumption 

At least 11 per cent of the total 
electrical power consumed by 
electronic equipment such as PC 
monitors, televisions, and video 
tape recorders is wasted in 
standby mode, according to 
go v ernment research. 

VCRs are the worst offenders 
wfth nearly 90 per cent of their 
power consumption being used for 
standby wafting for someone to 
activate them - usually by remote 
control. The US Energy department 
estimates that Americans waste 
nearly SI bn each year powering 
their TVs and VCRs 
on standby. 

Now Philips Semiconductors, 
Europe's largest semiconductor 
group, has an answer. Philips’ 

Swit chad-Mode Power Supply - or 
GreenChip - can reduce power 
consumption of a machine on 
standby from between five 
and 10 watts to only one or 
two watts. 

A second GreenChip can reduce 
power consumption even further to 
between 0.1 and OB watts, giving 
a total power saving of up to 99 
percent 

Green Chips, which will be 
available in wattages up to 200 
watts and cost about 5250 each in 
volume, oomWnes a several 
semiconductor technologies, 

indueftno a custom-butt 

Integrated circuit for 

efficient power management on a 

single chip- 

wwwjsenikantkJCtofSLpt^pacom 


NEC’s CD advance 
offers sound in 3-D 

The World's first consumer 
electronic product to use NXT fat 
panel speaker technology 
developed by UK-based New 
Transducers has been launched by 
NEC, the Japanese electronics 
group. 

NEC's EURO MINT CO audio 
system features NXT technology, 
which enables the speaker surface 
to emit sound throu^i 360 degrees 


arotxrd the unit with high clarity 
and without an enclosure. 

The Japanese group claims that 
the speakers also offer 
unprecedented wide 3-D sound 
capabili ty by combining two new 
technologtes to provide excellent 
horizontal and vertical sound 
reproduction. The system Includes 
four speakers, with a single woofer 
base unit. 

To ensure the highest possible 
sound quality each speaker has Its 

own independent amplifier. 

wwwjtec.com 

www.nxtaxuk 


ISDN cards enter 
net data race 

The race is on to accelerate 

access to the internet for business 
users and for consumers. Cable 
modems, xDSL technology, and 
satellite Inks are leading the way, 
but it would be prematura to 
write-off ISDN (Integrated System 
Digital Network) connections. 

ISDN lines provide a maximum 
data capacity of 128Kbps (jdlobtts 
pa* second) without compression 
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Rat out: Thomson imAbnadta ha* h a tc h ed whet It rteftns to be the thinnest, B g ht e st wall-mounted TV. The Wyahts 
Cat screen, (106cm d iag onal width) Is aslyManWcfc aid aide 42fcg- An aqu h lent tradWwW TV wotdd be BOcm 
deep and weigh 120kg. 

It uses p lasma te ch nology, by which a layer of gas to trapped between two glass plates aid adjected to a strong 
ale rt ri cai charge- This producse i d tiiw i ki ls r radtetlo n, which axeftss red, yean, and blue pho sp hors that coat the 
inside surface. A pro c ee a d eve l o ped for NBC of Jepai — Capeufeted Coloure Hftera — Is metoded to prevent tmpatHes 
in the phosphors from reducing plctae sharpness. 

The Mfystae wflt ba a vaHt h l e hbbfepte'daiM or £13^600 as pert of a complete home cinema system. 


using a two channel ISDN card or 
modem. However US-based 
WAMINET, which merged wfth 
4-Sight earlier this year, has 
announced the launch of a 
four -channel card for £1,495 
($2,500) in the UK. 

The four-channel card completes 
the group's range of ISDN cards, 
from two to 30 channels. 
www.wemneLcom 

Verifone claims 
smartcard advance 

One ot the factors ostensibly 
holding back the development of 
electronic home banking has been 
the lack of any means to transfer 
cash into a user's pocket at home 
- that has usually meant a trip to 
an ATM machine or bank branch. 

Vertfone, part of 
Hewlett-Packard, believes it has 
the answer. The secure electronic 
payment pioneer has a software 
package called VerfSmart which, 
among other functions, wflJ allow a 
user to top-up a smartcard using a 
PC or other smartcard appliance 
from home. 

The software enables PCs, 
smartphones, set-top boxes and 
other devices to dial into a bank 
and transfer cash electronically and 
securely to a smart card. They can 
also use the software to shop and 
pay bills. 

The software is “open" and 
eompattole with all the main 
s mart card schemes inducting Visa 
Cash. Mondex/Mastercard. and 
Praton/American Express. 
www.varftbne.com 

Paul Taylor 
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WORLD CUP 


FRANCE V CROATIA TONIGHT'S SEMI-FINAL 


THE TEAMS 


Goal famine mars 






Jacquet’s reign 
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France must reach the final to guarantee their 
coach’s place in history, writes David Owen 


The man they have been calling 
the Lionel Jospin of French sport, 
after the country’s straight-laced 
prime minis ter, was surprisingly 
animated yesterday on the eve of 
a match that is his country's most 
important for 12 years and the 
biggest of his sporting career. 

Aime Jacquet, the host coun- 
try's coach, seemed confident, 
enthusiastic, a man at ease with 
himself, when receiving journal- 
ists at the team's secluded head- 
quarters outside Paris before 
tonight's semi-final. 

It Is a far cry from the rather 
po-faced aspect he sometimes 
presents in public and the prickli- 
ness he displayed two weeks ago 
when discussing the likely sus- 
pension of his star player Zine- 
dine Zidane, who was sent off in 
the side's second game. 

Perhaps the 56-year-old butch- 
er’s son - known, like prime min- 
ister Jospin, for his air of trans- 
parent. straight-as-a-die honesty - 
is starting to sense that the 
French public, which has never 
really warmed to him in his more 


than four years in charge, is 

Anally star ting to believe in the 
team he has constructed. Or 
maybe he simply thrives under 
pressure. 

Either way. his palpably buoy- 
ant mood should be good news for 
the bast nation as they prepare to 
play Croatia for a place in the 
World Cup OnaL 

Since taking over from Gerard 
Houilier in late 1993, in the wake 
or France's failure to qualify for 
USA 94. Jacquet has hauled the 
team up by their bootstraps and 
compiled the sort of record that 
would make him a national hero 
in many countries. 

Yet in proud and not particu- 
larly football-mad France, one 
shortco ming of his sides has con- 
sistently rankled: they find it 
remarkably difficult to score 
goals. 

In a country where the touch- 
stone is still tbe beautiful football 
played by the 1980s sides built 
around Michel Platini, an authen- 
tic midfield genius, this is a seri- 
ous failing. It has been com- 


pounded in some eyes by the 
scant use he has made of players 
such as David Ginola and the 
now-retired Eric Cantona, widely 
seen as among the most creative 

of their generation. 

Yesterday, Jacquet seemed to 
play down even this poten tiall y 
terminal weakness, saying the 
“only little problem we have, as 
you well know, is that for two 
matches our finishing has not 
been quite as good as we would 
like". 

“Happily. I have reassured the 
players... by showing them that 
we created an incalculable num- 
ber of favourable situations. It 
won't take much for this French 
team ... to rediscover the path to 
goal. We have the men. We have 
the men.” 

This would be more convincing 
had the goal drought not dogged 
France virtually throughout his 
reign. Of the first five matches of 
the country’s 1996 European 
Championship qualifying cam- 
paign, four ended in goalless 
draws against opposition that 
included tiny Slovakia and Israel. 

France's hopes of winning that 
tournament ended with a 6-5 pen- 






Hosts set 
to grind 
out win 









Confident coach: AJmA Jacquet, who has hauled the team by thefr bootstraps since taking command 


alties defeat by the Czech Repub- 
lic in the semi-final after yet 
another gnaiiPM draw. Some jour- 
nalists have this week sought to 
draw parallels between that 
mat/»h and tonight’s game. 

Jacquet’s great success, by con- 
trast, is to have assembled argu- 
ably the best defensive formation 
in world football today. The last 
piece In the jigsaw, Emmanuel 
Petit, the Arsenal defensive mid- 
field player, slotted into place 
comparatively recently. But Jac- 


ket's defences have always been 
frugal, conceding just 26 goals in 
51 internationals. 

Feelings about the coach’s 
record are still mixed enough for 
tonight’s match to be fundamen- 
tal to the sort of valediction he 
can expect to receive when be 
steps down after the World Cup. 

Win tonight, as France should, 

and he can cl aim to have taken 
the taam further than in any 
other World Cup, where they have 
three times been beaten semi- 


flnaBsts. In that case, observers 
such as Jean-Louis Pierrat, sports 
editor of Le Parisien newspaper, 
believe assessments would be “95 
per cent positive", even if France 
is beaten in the final. 

But if they lose a match they 
are now widely expected to win. 
the tributes may be much less fid- 
some. Then, many are likely to 
conclude, however harshly, that 
he sacrificed the beautiful game - 
and still fell, like Platini and his 
mm at the penultimate hurdle. 


CROATIA HOT-SHOT SUKER CARRIES BURDEN OF HIS COMPATRIOTS’ HOPES 


Where football is a matter of national interest 


Patrick Harverson and Guy Dinmore report on how the team 
are paying back a poor country’s big investment in the game 


It was Bill Shankly, the late 
Liverpool manager, who 
coined the memorable 
phrase: “Football is not a 
matter of life and death - It 
is more important than 
that" He would undoubtedly 
have felt at home in Croatia. 

This seven-year-old nation, 
of only 4.7m souls, is ruled 
with a firm hand by a 
football-loving head of state. 
Franjo Tudjman. who has 
made sure the sport ranks 
above almost all other mat- 
ters of state. 

Croatia has had its 
achievements in other 
sports, but nothing can 
approach football’s impact 


on tbe nation's emotions. 
Success is regarded as vital 
to the national interest, and 
as such has financial prior- 
ity over almost every other 
form of government spend- 
ing. including health, pen- 
sions. education, culture and 
employment policy. Only 
defence takes precedence. 

In most contexts this 
might seem ridiculous, but 
in post-war Croatia the prior- 
ity given to football is not 
unpopular, especially now 
that the national team are 
doing so well. 

Ordinary Croatians must 
struggle with growing unem- 
ployment. falling salaries 


and standards of living, and 
rising levels of corruption 
and crime: football success is 
the only thing that can bring 
some relief. 

Thus it was that last Sat- 
urday. when Croatia 
thumped Germany 3-0 in the 
quarter-final of France 98. 
the problems of a young 
country were momentarily 
forgotten. 

After the victory, Zagreb 
put on its own version of 
Saturday night fever, as 
50.000 fans poured into the 
city’s Jelacic Square, singing 
and dancing, honking horns 
and throwing fireworks. On 
Monday came the hangover 


during the celebration trains 
had been destroyed, cars and 
shop windows wrecked, and 
two people killed and 40 
injured. 

Hopes before tonight’s 
semi-final are again danger- 
ously high. The country's 
ambitions are carried on the 
broad shoulders of the entire 
22-man squad, but the bur- 
den perhaps lies heaviest on 
one player - Croatia’s talis- 
manic striker Davor Suker - 
who will be expected to 
unlock the near- impregnable 
French defence. 

Suker is one of five squad 
members - including tram 
captain Zvonlmir Boban - 
who played in Chile in 1987, 
when Yugoslavia won the 
Under-20 World Champion- 


ship. After two seasons at 
Real Madrid In Spain — the 
first brought the club a 
league championship, the 
second the European Cup - 
he is used to playing under 
the pressure of great expec- 
tations. 

He may have spent parts 
of last season warming the 
Real bench, but he played a 
role In the club's European 
success and enjoyed the ben- 
efit of arriving at the World 
Cup fresh and in fine health. 

With four goals so far, 
Suker has been Croatia's top 
marksman at France 98. 
There is a good chance he 
will add to his tally against 
the French if he can get 
behind the home team’s 
back four and utilise the fin- 


ishing power that has seen 
him score 33 goals in 39 
appearances for his country. 

The tall, lean striker does 
not fit into any particular 
mould of modern-day for- 
ward. He does not play in 
any recognisable position, 
preferring to roam freely, 
often down tbe flanks where 
he can get past defenders 
and employ his exceptional 
skills at close quarters. 

His goal against Germany 
was a typical piece of art- 
istry. He slipped behind the 
German defenders on the 
left, controlled the pass 
deftly, turned inside and 
fired in a shot from close 
range 

Team coach Miroslav Bla- 
ze vie has confirmed that he 


will field the same side 
against France as last 
weekend. 

Midfielder Robert Prosi- 
necki, one of the squad’s big- 
gest names who did not play 
against Romania or Ger- 
many, could also be called 
on from the bench. Other 
names to watch include mid- 
fielder Mario Stanic. who 
was outstanding against 
Germany, and the Real Betis 
wing-back Robert Jarni, 
scorer of the first goal 

Blazevic acknowledges 
that Croatia are underdogs 
against the hosts. But his 
ambition for the young side 
is unquelled: "The world 
only remembers the final- 
ists," he says. “And we want 
to be remembered.” 


Given the choice between 
attending yesterday’s dash 
ot footballing aristocrats 
and tonight’s affair at Saint- 
Denis, there is little doubt 
which one neutrals would 
have plumped for. And It 
would not be France v Croa- 
tia. 

Not only do the protago- 
nists play less exciting foot- 
ball, but they are less evenly 
matched. And even the 
appeal of tbe underdog is 
undermined for many by the 
nationalist timbre of the 
Croatian government. 

Though the glorious 
unpredictability of football 
is such that Croatia's World 
Cup novices may yet win In 
a goal-fest all logic points 
to a low-scoring French vic- 
tory, enabling the hosts to 
book a place in their first 
World Cap final. 

Much responsibility, as 
ever, will rest on Zinedine 
Zidane, the French play- 
maker. who showed flickers 
of his brilliance on his 
return from suspension 
against Italy in the quarter- 
final. but ultimately failed 
to unlock their defence. 

If Zidane cannot raise his 
game, it is bard to see where 
French goals will come from 
against another tough, well- 
marshalled defence - unless 
from their own defenders. 
Laurent Blanc's “golden 
goal" against Paraguay was 
far from a fiash-in-tbe-pan: 
the Marseilles centre-back 
has scored 14 times in 73 
French appearances. 

For Croatia, much will 
depend on their attitude fol- 
lowing the unexpectedly 
convincing win over Ger- 
many. The onus will be on 
four-goal Davor Suker to 
steal a march on the host 
nation's so far on breached 
first-choice defence. 

If Suker and his col- 
leagues can poach an early 
goal, the hosts' new-found 
assurance may desert them. 
Otherwise. Aime Jacquet’s 
men probably have the steel 
and composure to grind out 
another result. 


David Owen 



^ r^pSg PARTY P °0P ER S TEN THINGS THE TOURNAMENT COULD HAVE DONE WITHOUT 


A quick dive into France 98 ’s foul depths 


Peter Aspden cracks down hard on the 
worst offences on and off the pitch 


Captain ebow: Engl a nd’s Alan Shearer leads with the left 

NUMBERS SO FAR 


Goals total 16G Sendings off 20 

Bookings 232 Converted penalties 17 

Leading goalscorers Batistuta (Argentina), Vteri (Italy) 5 


Of course it is the greatest 
party in the world. There are 
moments of exquisite 
beauty, raw passion, strife 
and tension. But there is a 
darker side to the World 
Cup. Here are 10 things 
France 98 really could have 
done without: 

1. England supporters. Not 
just the "tiny" (how tiny?) 
minority with murderous 
inclinations, but a substan- 
tial proportion of the rest, 
too, who turned graceful city 
centres into battle zones and 
whose every action spilled 
over with bellicose intent. 
Here is an instant, 
empirically supported solu- 
tion: ban anyone with a 
tattoo from holding a pass- 
port 

2. Carlos Valderrama. The 
Colombian midfipfrfpr is the 
first footballer to take his 
performances into tile realm 
of high camp. It is just about 
possible to overtook the least 
aerodynamic coiffure in the 


history of the game, but his 
peculiar meandering, punc- 
tuated by one magnificent 
pass every five games, can 
now only be interpreted as 
an ironic commentary on the 
speed and athleticism of 
modern football. Observers 
say it is his last World Cup. 
Why? He can play like this 
into his 60s. 

3. The Italian midfield. It is 
hard to say whether the 
elderly coach of the ozzurri, 
Cesare Maldfad. is, like his 
nation's leading fashion 
designers, at the vanguard of 
70s revivalism: or has been 
in a deep sleep since the tor- 
pid triumphs of the catenae- 
do defensive system. His 
solution to winning this 
World Cup was to ban his 
midfielders from getting 
within 50 metres of his 
attackers, play defenders in 
front of his defenders, get to 
penalties and hope. Pelfi’s 
advice to the Italians is well 
observed: “Forget about 


draws. There is no such 
thing as a draw." 

4. Alan Shearer. His elbows 
in particular. This might 
seem harsh; official Fifa sta- 
tistics show that the 
England centre forward is 
the second most fouled 
player in the tournament, 
with 21 offences recorded 
against his person. But they 
also show that only three 
players have committed 
more fouls, a remarkable 
feat for an attacker. This 
means that every time the 
ball reaches Shearer, there 
will almost certainly be a 
fouL Or a disallowed goal. A 
whistle, at least. Nice penal- 
ties, though. 

5. Ariel Ortega. Harsher 
still; official Fifa statistics 
show that the Argentine for- 
ward Is by tor the most 
ninnad agains t player, suffer- 
ing 33 transgressions. But 
Ortega, a wonderfully tal- 
ented player, is a diver. The 
way In which his total flaw 
cost his side the quarter- 
final against tbe (generally) 
honest Dutch was worthy of 


classical tragedy. He should 
study the way his compa- 
triot. Diego Maradona, 
dusted himself down after a 
disastrous, seif-pitying 1982 
tournament to win the next 
one single-handed (sic). 

6. Diego Maradona. A funny 
thing happens when the 
Argentines are in town; sud- 
denly in the press stand, 
about 20 minutes before and 
after the game, a twister-like 
cone of dust, microphones 
and Spanish expletives 
threatens to flatten all in its 
path. At the heart of it, puff- 
chested, vainglorious, deliv- 
ering his unique mix of tbe 
oracular and the vernacular. 
Is the Great One. No one can 
actually hear what he is say- 
ing, but it invariably comes 
down to this: “The World 
Cup is not what it was. I 
should coach Argentina. No, 
it was my head" (laughs). 

7. Lilian Thuram’s singing. 
One of the Innovations of 
this World Cup is to add a 
microphone to the camera 
that pans down the line of 
players as they attempt to 


remember the words of their 
national anthem. To be fair, 
the French, arms linked, 
adrenalin off-the-dial, usu- 
ally mana ge a magnificently 
lusty version of the Marseil- 
laise. Bat listen out for 
Tburam: a cacophonous 
braying that seems to make 
the band speed up to rid 
itself of the agony. 
Tight-lipped concentration 
can be dignified, Lilian. 
Then you can get an with 
being one of the best defend- 
ers in the world. 

8. Tbe card mime. Hie vigor- 
ous waving of a hand after 
failing to an innocuous foul, 
thumb pressed firmly 
against forefinger, as if to 
indicate that something is 
being held, possibly a card of 
indeterminate colour. Plau- 
dits for mastery of this 
unpleasant mime go to 
Gheorghe Hagi and Diego 
Simeone, but it is fast 
becoming de rigeur. It seems 
the easiest thing in tbe 
world for Fifa to p unish this 
odious offence with a yellow 
card itself, although this has 


the admittedly interesting 
potential for infinite regress. 

9. The premature departure 
of Michael Owen. H is as 
simple as this: suddenly, 
when foreigners looked at 
my English press accredita- 
tion. instead of saying “Hoo- 
ligans!" with a mixture of 
pity and implied admonition, 
they said “Owen!" and 
looked to the heavens. Argu- 
ably the goal of the tourna- 
ment a mixture of audacity 
and composure possessed by 
no other player here, and 
testimonials from Pele. Mar- 
adona. and just about the 
whole world. But please - 
watch those dives. 

10. “We Are The Champi- 
ons". A naff. unsublle tune 
that will almost certainly be 
blasted over tbe tannoy of 
tbe Saint-Denis stadium late 
on Sunday night to toast the 
World Cup winners. Perfect 
for the occasion, if Fifa 
wants the world to believe 
this tournament has become 
irrevocably bloated and 
self-congratulatory. Perish 
the thought. 




For passion, nonour and 
glory, click here. 
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Lady Lucy 

considers 
a better 


This provocative portrait of 
Lady Lucy Percy, the Count- 
ess of Carlisle, painted 
around 1637 by Sir Anthony 
Van Dyck, has been with- 
drawn from today's auction 
at Christie's in London of 
treasures from Wentworth 
Woodhouse, the vast York- 
shire mansion which was 
once home to tbe Fftzwilliam 
family. 

The Tate Gallery desper- 
ately wants to add the work 
to its holdings of British art, 
and negotiations are under 
way fry which it might be 
accepted in lieu of the tax- 
that its present owners, the 
trustees of Olive. Countess 
of Fitzwilliam, will have to 
pay after the auction. The 
Van Dyck is valued at 
around £3m, which would 
take care of most of the tax 
from an evening auction 
which should now bring in 
at least £8 hl 

:The painting shows Lady 
Lucy pulling back the drapes 
with a come-bither look on 
her face, which tends to con- 
firm the contemporary gos- 
sip that she was the mistress 
of the Bari of Strafford, who 
commissioned the portrait. 
He was later executed by 
Charles L 

It was hoped that the por- 
trait, which had featured in 
the “Swagger Portrait” exhi- 
bition at the Tate in 1995, 
would he bought for the 
nation with money from the 
heritage lottery frond. But 
the fund seems to be less 
interested in saving “old" art 
for the nation, and more con- 
cerned with supporting 


small-scale community pro- 
jects. 

Instead, Christie's apd the 
gallery hope that Chris 
Smith, the culture secretary, 
will allow the painting to be 
set against tax, which, after 
the sweetener for the ven- 
dor. reduces the bill to 
nearer cftm 

A alight problem is that 
the National Gallery is pur- 
suing the same solution for 
another Van Dyck portrait, 
of Abbfe Scaglia, which car- 
ries a higher valuation than 
Lady Lucy, and the Treasury 
Is notoriously reluctant to 
let the rich pay their tax 
bills in works of art 

Lady Lucy Percy was the 
h ig h light of the Wentworth 
auction, but there are other 
celebrated national trea- 
sures, most notably a first 
edition of Chaucer’s Canter- 
bury Tales, one of the earli- 
est books printed by William 
Caxton, in 1477. It carries an 
estimate of up to £700,000, 
but since some British 
libraries already contain 
copies of this rare book there 
would not be a great outcry 
if it went abroad. 

Other desirable objects 
include a George 1 wine cis- 
tern by David WiUaume, 
which could go for £l-2m, 
and a George HI mahogany 
secretaire cabinet, made for 
the Marchioness of Rock- 
ingham. which carries a top 
estimate of £300,000. 

It Is to be hoped that, after 
this dispersal, the Fitzwil- 
liam family will be ahleto 
hold on to the rest of its col- 
lection, although the Tate 


Provocative: Van Dyck’s celebrated portrait of Lady Lucy Percy 


would be very keen to 
acquire the companion por- 
trait to Lady Lucy, of the 
Eari of Strafford. 

The Tate is anxious to add 
to its masterpieces of British 


art in preparation for the 
day in 2001 when the rebuilt, 
and enlarged. Tate Gallery of 
British Art reopens in its 
VflThanV home, after its 20th 
century overseas art has 


Antony Thomcroft 


A Mahler worth celebrating 


MUSIC 

TIMOTHY FFAff ^ 

Mahler Cetebratta 
Davies Had, San Francisco 


Ever since his 1974 debut 
with the San Francisco Sym- 
phony Orchestra, conducting 
Mahler's Ninth, Michael Til- 
son Thomas has whetted a 
seemingly insatiable appetite 
for his Mahler interpreta- 
tions. Public demand is now 
such that Tilson Thomas 
obliged, in the past year 
alone, with subscription per- 
formances of tire Second, 
Third and Sixth symphonies, 
the Adagio to the Tenth, and 
Das lied von der Erde - all 
quick sell-outs. 

Still, when he announced 
a Mahler Celebration for the 
end of the season, even 
though the festival included 
a third instalment of his 
renowned “American Maver- 
icks" concerts, there was 
some muttering about unad- 
venturous programming and 
dressing up business-as- 
usual as festival fere. 


It wasn’t business as 
.usual. Prom .the -opening 
motto of the Fifth Symphony 
at the first concert, it 
became dear to everyone in 
Davies Hall that Tilson 
Thomas’s Mahler, which had 
long, ago “arrived", had 
headed off again - for loftier 
climes. 

The orchestra didn’t just 
sustain a level of playing 
unprecedented since Tilson 
Thomas became music direc- 
tor three years ago, exciting 
though that was. More 
important, he evinced a mas- 
tery of the composer's daunt-, 
ing formal schemes that 
yielded interpretations at 
once more consolidated and 
daring - and ah investment 
in the music’s emotional 
world that seemed deeper - 
and more genuine if, para- 
doxically, more restrained 
and controlled. This was 
Mahler less hot to the touch 
than one had come to expect 
from him. yet truer and 
more mature. 

The Fifth came as the cul- 
mination of numerous out: 
ings this season, each of 


them different enough to 
suggest that TTlson Thomas 
was as questing with his 
interpretation as Mahler was 
with form in this corner- 
turning work. 

The festival performance 
exuded a hard-won confi- 
dence that lent the work 


An investment in 
the music’s 
emotional world 
seemed deeper 
and more genuine 


uncommon cohesion and 
power. From the funeral 
march's ineluctable sweep to 
the blazing finale, the piece 
unfolded as if generated by a 
single Idea. Having signifi- 
cantly backed off from the 
adagietto earlier, Tilson 
Thomas returned to H with a 
musical bear hug that reas- 
serted its anchor position 
and imbued it with slow fire. 


Unsettled performances of 
the Lieder efnes fahrmden 
Gesellen (with Frederica von 
Stade, who deftly captured 
the spirit of songs that no 
longer he comfortably in her 
voice) and the ROckert Lieder 
(with Susan Graham, who 
sang them with two voices, 
neither interesting) were 
compensated by a glorious 
yet astonishingly subtle 
Mahler Eighth. 

The Symphony Chorus 
capped its contributions 
with an exquisite cushion of 
sound far the splayed chord 
on “Glejchms", ami a well- 
integrated bank of soloists 
headed by Julie Kaufinann 
soared over tbe ensemble. 
But it was the orchestra that 
carried the piece, binding 
tbe thematic material Mah- 
ler so sagely distributed 
throughout the work with 
suavity and enormous cumu- 
lative power. 

Yet for Mahler connois- 
seurs, the festival peaked 
with a masterfully paced 
Ninth Symphony. Tilson 
Thomas’ grasp of tempo rela- 
tionships yielded an andante 



that moved tike a convulsion 
of nature, the .music’s myr- 
iad fragments' co-mingling 
like icebergs in a turbulent 
sea, each with a precisely 
calibrated mass and vector, 
the motion of any one affect- 
ing the others. Brilliantly 
characterised inner move- 
ments yielded to an adagio 
of supreme tenderness, trac- 
ing its glacial descent on a 
dense carpet of string sound 
rarely heard here. 

One conspicuous reason 
for that was the presence - 
for the two Ninths and a 
Bernstein- Mahler pro- 

gramme between them - of 
tbe London Symphony 
Orchestra’s leader, Alexan- 
der Barantschfic. whose ele- 
vated readings of the terse, 
vaulting solos finally mat- 
tered less than his power to 
galvanise the strings. Tilson 
Thomas has not renewed the 
contract of San Francisco's 
longtime concertmaster, 
Raymond Eobler. Though no 
one would confirm Barents- 
cbik's candidacy for the 
post, San Franciscans now 
hope for it 


OPERA St Louis 


Meet me there for 
a weekend treat 


Pierre Ruhe gets a taste for the varied <*»*** or the Night was 

season at the Opera Theatre of St Louis, ££f b a n 

and finds the newest work a happy event technique with warmth, 

complemented by a gracious 

Regional opera companies in fishing rods to and fro. in stage presence, 
the US share a formula for time to the music, was an Timothy Nolan's singing 
programming. Opera Thea- inspired orn ame nt. -of the Don was firm, clear 

tre of St Louis, which gives Phyllis Pancella was excel- and flexible. Gregory Tur- 
fonr works In a compact lent in tbe title role, her ay’s tenor - wiry at the top 
summer season, strikes an lament sung with beauty, of bis range and wobbly in 
interesting mix. First, there Tenor Marcel Reijans was hushed passages, but with 
is the big seller (this season wobbly and less convincing the ability to exclaim single 
it was Jttuist): then there is as Teseo. James Wood could notes in his mid-range - jus- 
the less popular but memo- not properly convey the cold titled Ernesto’s reputation as 
rable (Don Pasqualey, political assertions made by a lay-about. John Going's 


tre of St Louis, which gives 
four works in a compact 


Timothy Nolan’s singing 
■of the Don was firm, clear 
and flexible. Gregory Tur- 


obscure or rarely done 
(Katya Kabanova ): and a 
catchall “other" category. 


the Councillor. 

Musically, Goehr insinu- 


direction kept the momen- 
tum up until the final act 


For this last group, some in heaven is not proper corn- 
companies might insert an pensation for suffering on 


ates that eternal happiness when, musically. Donizetti 
in heaven is not proper com- relies heavily on patter. 


Where Ariarma and Pas- 
English-language work, a earth. Ocel followed this, quale received smart prod lie- 
conservative American until the final, unexpected dons, Katya unfolded as if 
opera or lyrical Broadway minute. Her head sunk low no one in the creative team 
musical. St Lovus. which in disgusted resignation, trusted the opera's dark psy- 
sings everything in English, Ariarma simply goes along, chological drama. JoAnne 
tends to pick a contempo- without fuss or hope, for Akalaiti's dull, confused 
rary piece (this season, it marriage to Baccus (in a direction allowed slack 
was the US premime of Alex- sharp, sleazy portrayal by scenes to interrupt musically 
an der Goehr’s Ariarma). All countertenor Mark Crayton), poignant moments, 
four were performed over a Then, in tbe last seconds. Many of the voices 
recent weekend and not sur- Ocel turns it all around, sounded strained and too 
prisingly, the newest Arianna gives a half-know- loud. Only Marie Plette, as 
demanded, and received, the the protagonist, and Richard 


Many of tbe voices 
sounded strained and too 


most care. 

Monteverdi composed 
Ariarma for a wedding at the 
Gonzaga court in Mantua, in 
1608. After his death, the 
score was lost, leaving only 
Ottavio Rinucrini’s libretto 
and the “Lamento d’Ar- 
ianna” — a popular number 
in its day - for later gen- 
erations. 

Jump ahead to our cen- 


The resulting 
sound is atypical 
Goehr, then, but 
it’s not a scholar’s 
crack at a lost 
score, either 


Clement, as Rudryash, man- 
aged to sing English clearly, 
with fullness and attention 
to line. Sari Gruber, as Var- 
vara. delivered pure tones. 

Faust received a service- 
able staging from Colin Gra- 
ham (St Louis’ artistic direc- 
tor). As Marguerite, Mary 
Mills looked girlish and sang 
with warmth, if too thin a 
lower range. The Mephis- 


tury. Goehr probably has - topbeles. David Pittsinger, 


more Monteverdi imprinted 


had rich, brandy timbres. As 


been moved to tbe new Tate 
Gallery of Modem Art to 
open on Bankside in 2000. 


sumptuous Pasquale. lines and balletic impulses. 

Soprano Mary Dnnleavy The chorus, directed by Cary 
breezed through Norma’s John Franklin, was gener- 
pyrotechnics, although on ally strong, and it was a sign 
tbe night I attended she was that St Louis has built a 


on his mind than any living lng. content smile. It seems Faust. John Fowler lacked 
musician because it was his she gained from her lament charisma and a technical 
father, conductor-composer a new self-awareness. arsenal for the role. Edmund 

Walter Goehr, who led the Don Pasquale was the first Tracey's uneven translation 
modern-day Monteverdi opera St Louis performed. 23 often stymied long. Cowing 
revival. In 1995. Alexander seasons ago. In the interven- vocal lines, 
composed his own Ariarma, ing years, the opera theatre Despite some restrictions, 
using the original Italian has never run a deficit and the orchestra sounded bright 
libretto, a portion of the has achieved a $5m (£2£m) and balanced, if often too 
famous lament as a key- annual budget. An aware- loud. In Pasquale, conducted 
stone, and all tbe Images of ness of identity, imaginative by David Loebei, but thin 
Monteverdi he bad absorbed use of resources and lively, and stretched beyond com- 
in bis lifetime. youthful casts have kept it fort in Katya, under music 

Goehr wrote Arianna in a on coarse. Nowhere was the director Stephen Lord. 
Monteverdian style, com- profit of this strategy more Emmanuel VJHaume, who 
plete with madrigals, sinfb- evident than in their civi- led Faust, gave convincing 
trias and declamations over lised, funny and vocally treatment to the score's long 
bass. He also gave it rich sumptuous Pasquale. lines and balletic impulses, 

modern instrumental tex- Soprano Mary Dnnleavy Tbe chorus, directed by Cary 
tures and similarly up-dated breezed through Nonna’s John Franklin, was gener- 
harmonic foundation. The pyrotechnics, although on ally strong, and it was a sign 
resulting sound is atypical the night I attended she was that St Louis has built a 
Goehr, then, but it's not a taken HI. Her debut at the solid company from the bot- 
gcbolar’,s crack, at a lost Met last season, as the tom up - as it should be. 
score, either. 

For the St Louis perfor- 
mances, Tim Ocel largely 
skirted the cliches inherent 
in his campy, postmodern 
production, while teasing 
interesting Ideas out of the 
material. Leslie Taylor’s sim- 
ple set - a skewed, scaled- 
down proscenium arch - 
along with Robin VerHage- 
Abrams’ costumes mixed the 
classical with the common- 
place modern. 

Arianna remained in her 
wedding gown the entire 
opera. Teseo, who aban- 
doned her on the isle of 
Naxos, wore military 
fatigues, and a Councillor 
who advised him to desert 
Arianna wore a lawyer’s uni- 
form and carried a briefcase. 

Most memorable, both for 
their costumes and musical 
accompaniment, were the 
chorus-fishermen, dressed 
like regular beer-guzzling 
guys out for an afternoon of 
fishing, with partial masks 
and “Naxos”-inscribed base- 
ball caps. Swishing their New-toofc 'Arianna': Marcel Refans and PhyfEs PancaSa khihomm 
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INTERNATIONAL 

; Arts 
Guide 

AMSTERDAM 

. . EXHIBITIONS 
ROksmuseum 
Tkfc SI-20-673 2121 
, Drawings from the Golden Age: 

display of 100 17th century 
f KSrSSs. organised to mark 
- the publication of the first of a 
series of catalogues. Highlights 
' faduds the first landscapes by 

srttets such as Visscher. Van tier 
Velde end Van Gogen; to Jul 12 

■ . . - SdadriQfc Museum 

T*; 31-20-5732911 
- wwwstad9tijk.nl 
- - Katherine SteusrtJmg Retrospective 

Yx 1967-1887- major display of 
Y. photographic works by the German 
•rdst; to Jut 12 _ 

£ Barcelona 

if :.' EXummoN 

T FijtoacW Joan MW 

-V; ; . TV: 34-93-329 1908 

"-Y-- www-bcn.3mlro.es 

•-4> Private negatives, public fictions. 

v> 1 wo photographs from th® 

Yn OCSaehon of the Musee National 
YpitfArt Modem* in Raris. Includes 
f avorite by Robert Doisneau. Pwa 


Maar and Man Ray. to 
Jul 12 

BERLIN 

DANCE 

St a at so per untar den Linden 

Tt± 49-30-2035 4555 
wwwjdaatsoper-berfhjyrg 
Swan Lake: new staging by Patrice 
Bait, with designs by Luisa 
Spinateflt; Jul IQ 

BRUSSELS 

DANCE 

LaMomsie 

Tat 32-2-229 1211 

Ballet Frankfurt in works by 

choreographer WlEam Forsythe; 

Jul 8, 9, 10, If, 12 

FLORENCE 

OPERA 

Teatro Comunale 
Teh 39-055-211158 
www.rnaggio5on3ntino.cam 
La Bohbme: by Puccini. Conducted 
by Semyon Bychkov In a staging 
by Jonathan MBIer; Jul 8, 9 

glimmerglass 

OPERA 

Aflcit Busch Opera Theater, 

Cooperstown 

Tel: 1-607-547 2255 

• Fststatf. by Verdi. New 
production directed by Leon Major, 
with sets and costumes by John 
Conklm and figmstg by Pm Co«jw- 
Baritone Stephen Powell sings the 
ptte role. The conductor is George 

Monahan; Jul 11 

• loses; by PuccinL New staging 

by the team responsible for last 


year’s Madama Butterfly: director 
' Marc Lancs, set designer Michael 
Veergan, costume designer 
Constance Hoffman, lighting 
designer Robert Wiwzel and 
conductor Steurat Robertson; 

Jul 12 

GLYNDEBOURNE 

OPERA 

Gfyndeboume Festival Opera 

Tek 44-1273-815 000 
Rodefada: by HandsL New 
production dfrected by Jean-Marie 
VWgler. with sets by Nicolas de 
Lajartre and Pascals Cazales. With 
the Orchestra of the Age of 
Enlightenment conducted by 
Wiffiara Christie; Jul 12 

GRAZ 

DANCE 

Opemhaus 

Tet 43-318-80080 

Kirov Ballet in a three week 

season. Performances include 

Swan Lake (Jul 9), a FoWne 

everting (Jul ICQ, La Bayadere (Jut 

11) and The Steeping Beauty (Jiti 

12. 13) 

KARLOVY VARY 

FILM FESTIVAL 
Tet 420-17-321 2204 
The elegant west Bohemian spa 
town formerly known as Carisbad 
is taken over by the biggest film 
festival hi Central Europe on the 
centenary of the birth of Czech 
fihn-maklng. Tbere wffl be 
competitions for Sms and 
documentaries, showings of new 
Alms from the former Socialist 
Moo, a retrospective on Czech 


animation; to Jul 11 

LONDON 

CONCERT 
Barbican HaU 

Teh 44-171-638 8891 
Carmen; by Bizet Sir CoHn Davis 
conducts the London Symphony 
O r che s tra in a concert 
performance, with soloists 
lnduc£ng Olga Borocfna and Jos6 
Cura; Jul 12 

EXHIBITION 
Royal Academy of Arts 
Teh 44-i71-30O 8000 
ChagaB: Love end the Stage. A 
series of monumental mural 
paintings created In 1920 for the 
State Ykkfeb Chamber Theatre in 
Moscow will form the centrepiece 
of this exhibition. Painted dining a 
turbulent period, the recently 
restored paintings, never before 
seen by the British public, wffl be 
shown alongside preparatory 
drawings and sketches; to Oct 4 

MILAN . 

OPERA 

Teatro afla Scab 
Tet 39-02-88297 
MvwJasc8tajrtibno.fr 
Lucrazia Borgia: by Donizetti. 
Conducted by Gbniuigi Gelmetti In 
a staging by Hugo De Ana. Casts 
vary, look out for Rente Fleming; 
Jul 8, 9,-11, 13 

MUNICH 

CONCERTS 
Phffiuumonie GasMg 

Tet 49-89-5481 8181 
• Munich Philharmonic Orche s tra: 


conducted by Asher Rsch In works 
by Stravinsky, Gershwin and 
Bernstein; Jul 8 

• Munich Philharmonic Orchestra: 
conducted by Jun MArid in works 
by Brahms, Mahler and 
Schoenberg. With soloist Barbara 
Hendricks; Jul 13 

OTTAWA 

EXHIBITION 

National GaBery of Canada 
Tel: 1-613-990 1985 
Picasso: 100 works on loan from 
the Museum of Modem Art in New 
York. Spanning his career, the 
broadty chronological display 
includes paintings, drawings, prints 
and sculptures produced over 
seven decades, some of them 
among his most famous works: to 
Jul 12 

PARIS 

OPERA 

OpAra National de Paris, Opdra 
BastiBe 

Tet 33-1-4473 1300 
La Traviata: by Vartfl. Production 
directed by Jonathan MiUer and 
conducted by James Cordon. Cast 
includes Ramon Vargas; Jid 
10, 13 

ROTTERDAM 

EXHIBITION 

Kunsthal 

Tel: 31-10-440 0300 
Streetwise: 10 years of party, 
dance and house culture. 
Multimedia presentation designed 
to present an overview of this 
youth culture, originated In 
Chicago in the 1980s. Indudes 


furniture, dothes, flyers, 
projections and sound effects; to 
Sep 20 

SANTA FE 

OPERA 

Santa Fe Opera 
Tel: 1-505-986 5900 
wvmjsantafeopera.org 
Madama Butterfly: by Puccini. 
Revival conducted by John Copley; 
Jul 8, 10 

SCHLESWIG- 

HOLSTEIN 

CONCERTS 

Schleswig-Holstein Music 
Festival 

Tel: 49-431-567 080 
NDR-Sinfortieorch ester, conducted 
by GOntor Wand in Bruckner's 
Symphony No. 5; Lubeck, Musik- 
und Kbngreshaile; Jul 10, 11 

STUTTGART 

OPB1A 

Staatsoper Stuttgart 
Tel: 49-711-202090 

• Aldna: by Handel New 
production by Jossi Wider and 
Sergio Morabito. conducted by 
Alan Hacker, with designs by Anna 
Vtebrock; Jul 10 

• Tosca: by PuccinL New 
production by WHly Decker, 
conducted by Lothar Zagrosek 
with designs by Wolfgang 
Gussmann; Jul 8 

TORONTO 

EXHIBITION 

Art GaBery of Ontario 


Tel: 1-416-979 6656 
Victorian Fairy Painting: exploring 
the fascination with the 
supernatural which took hold of 
artists in Britain from the early 19th 
century to the outbreak of the First 
World War; to Sep 13 


VERONA 

OPERA 

Arena di Verona 
Tab 39-045-800 5151 
www.arorta.it 

Un Balks in Mschera: by Verdi. 
New production by Giuiiano 
Montakto with sets by Luciano 
Ricceri. Conducted by Daniel Oran; 
Jul 11 
■■■■■■ 

TV AND RADIO 

• WORLD SERVICE 
BBC World Service radio for 
Europe can be received in western 
Europe on medium wave 648 kHz 
(483m) 

EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 

• CNN International 
Monday to Friday, GMT: 

0&30: Moneyhne with Lou Dobbs 
1330: Business Asia 

19.30: Wo rid Business Today 
2300: World Business Today 
Updata 

• Business/Market Reports: 
05:07: 06:07; 07:07; 0820; 0920; 

1 020; 1 1 20; 1 1 22; 1 220: 1 320- 
1420. 

At 0820 Tanya Beckett of FTTV 
reports Uve from UFFE as the 
London market opens. 
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COMMENT & ANALYSIS 


R ussia desperately 
needs more for- 
eign exchange 
reserves. Its 
reserves have nearly halved 
from more than 530bn a year 
ago. The foreign-currency 
debt obligations coming due 
in the next 32 months are SO 
per cent greater than avail- 
able reserves, the kind of 
imbalance that triggered last 
year's run on the South Kor 
ean won. And the current 
account deficit is depleting 
reserves at the rate of SI bn 
every two months. 

Russia's reserves are not 
enough to reassure foreign 
creditors they will be paid iT 
they choose not to roll over 
existing loans. To prevent a 
run on the rouble, the Rus- 
sians were temporarily 
forced recently to raise the 
rouble interest rate to a stag- 
gering 150 per cent. 

A collapse of tbe rouble 
would reverse the prodigious 
achievement of reducing 
annual inflation to just 7 per 
cent now from 130 per cent 
in 1995. A rise in inflation 
now would teli the Russian 
people that tbe government 
had failed at the most visible 
aspect of economic policy. A 
collapse of the rouble would 
also reinforce the Russians 
fear that foreigners are dom- 
inating their economy, 
strengthening the national- 
ists who could replace Boris 
Yeltsin, tbe president, and 
his reform-minded govern- 
ment with an anti-western 
Russia-first regime. 

So the Russians have a lot i 
at stake in rebuilding > 
reserves to a level that is < 
strong enough to prevent a | 
successful attack on the rou- < 
ble. Mr Yeltsin and Anatoly t 


PERSONAL VIEW MARTIN FELDSTEIN sation bonds. The new 

instrument would be denom- 

tnated in dollars but. unlike 

| __ T 4- n T 7 /-V other bonds, would not have 

H AW TO Vr a fixed maturity. The bonds 

A 1 U VV IrV-/ V would instead be acceptable 

by the Russian government 

. -g “1 1 3S payment for privatised 

■ rl C3k 1 r \ I P 1 assets and could be used 

1 6 1 V j lir II 111 I. j instead of dollars as a way of 

A V/ financing investments in 

_ joint ventures or other forms 

Russia should use the international bond markets, not the IMF or of direct investment. 

G7 to rebuild its foreign reserves and shore up its currency 


How to save 
the rouble 
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Dialogue is crucial to 
building a relationship 


Russia’s depleting foreign exchange reserves 
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because of Russian failure to 
achieve the economic 
reforms that th<? Fund 
wants. That failure has been 
made likely, if not inevita- 
ble. by the make-up of the 
Russian parliament, tbe 
Duma. This is dominated by 
opposition politicians who 
oppose the IMF policies in 
principle and who would 
gain from the economic 
chaos that would follow a 


in the eurobond market and 
are seeking an additional 
$2.5bn. It would be good if 
Russia could raise an addi- 
tional S15bn of long-term 
funds in this way. at any 
interest rate below 15 per 
cent {Russian 30-year dollar 
bonds now have a yield of 12 
per cent!. Even borrowing 
$15bn at 15 per cent and 
investing it in US Treasury 
bills at 5 per cent would 


he a good investment in Rus- 
sia's future stability. 

But amazingly, tbe IMF's 
chief representative in Rus- 
sia has publicly advised the 
Russians against rebuilding 
their reserves by more 
long-term borrowing because 
of its high cost The IMF is 
right to stress the desirabil- 
ity of cutting the current 
account deficit by correcting 
Russia's fiscal imbalance. 
But such cuts cannot work 
quickly enough to prevent 
the potentially devastating 
consequences that a cur- 
rency collapse visited upon 
those Asian countries that 
lacked large reserves. One 
can only wonder whether 
the IMF's advice is based on 
a fundamental miscalcula- 
tion or the existing risks or 
on a desire to keep Russia 
dependent on IMF support 
and conditionality. 

It may be impossible for 
tbe Russians to borrow 
enough in the markets even 
if they are willing to pay 
more than the current rate 
on Russian dollar obliga- 
tions. Foreign lenders are 
rightly nervous about tbe 
country's ability to repay 
such large liabilities. 

Tbe Russians wisely 


Chubais. Russia's recently sought to supplement their 


appointed chief negotiator 
with the International Mone- 
tary Fund, have said that 
they want to raise SlObn to 
Sl5bn. They want to borrow 
this from the group of seven 
large industrial nations or 
from the IMF on more 
favourable terms than the 
market would provide. 


One can only wonder whether the 
IMF's advice is based on a 
fundamental miscalculation of the 
risks or on a desire to keep Russia 


dependent on the IMF 


borrowing by offering to sell 
Rosneft, the largest Russian 
oil company, to foreign buy- 
ers at an attractive price. 
There is enormous value in 
Russian assets and enter- 
prises that have yet to be 
privatised. Russia will 
attract additional dollars as 
foreign companies buy rou- 


At the recent G7 meeting bles to make new invest 


these countries passed the 
responsibility on to the 
Fund. Although Lhe IMF is 
currently talking with the 
Russians about new credit, it 
is very unlikely to lend the 
Russians anything like the 
amount they need. It has 
been difficult enough for the 
Russians to prise the latest 
S670m of previously agreed 
lending from the Fund 


rouble collapse. The IMF b as 
said that any additional 
credit would take months of 
tough negotiations and Mr 
Chubais has said that Russia 
will not accept all and every 
IMF condition just to get 
cheaper financing. 

What about raising money 
in tbe markets? Tbe Rus- 
sians recently raised Sl-25bn 


make sense. The net interest 
cost or this to Russia would 
be $1.5bn a year - a low-cost 
insurance against economic 
disaster: Sl.Sbn would be 
less than 2 per cent of Rus- 
sian exports and only 0.3 per 
cent of Russia’s gross domes- 
tic product. Even paving 
more than 15 per cent to bor- 
row long-term dollars could 


ments in Russia. But all that 
takes more time than Russia 
has if it wants to avoid a 
devastating currency run. 

What then can be done? A 
new kind of Russian bond, 
which I will call a Privatisa- 
tion Bond, might allow the 
Russians to tap the interna- 
tional bond market for 
larger amounts and at lower 
cost than traditional privati- 


Investcirs who buy Privati- 
sation Bonds could use them 
for these purposes or could 

sell them to any prospective 
buyer of Russian assets. 
They would know that the 
Russians had a strong incen- 
tive to redeem the Privatisa- 
tion Bonds quickly to raise 
new money by further priva- 
tisations. 

By issuing $l5bn of Priva- 
tisation Bonds, the Russians 
would obtain SISbn in for- 
eign exchange reserves 
while having no new dollar 
obligations (other than Lhe 
need to make dollar interest 
payments.) This would have 
double Russia's foreign 
exchange reserves while 
leaving its short-term for- 
eign exchange obligations 
essentially unchanged. 

By using the market to 
Increase reserves instead of 
depending on deals with the 
IMF or the G7 countries. 
Russia would maintain con- 
trol over its own economic 
policies and the government 
of Sergei Kiriyenko. the 
prime minis ter, would deal 
with opposition parties in 
the Duma from a position of 
strength. 

With ample reserves, the 
Russians could use a small 
or gradual devaluation of the 
rouble to regain competitive- 
ness and increase taxable 
profits - something consid- 
ered too risky to attempt in 
the current situation. Lastly, 
when the Russians achieve 
current account surpluses, 
they could retire some of 
these bonds through open 
market purchases rather 
than through asset swaps. 

It is time for the Russians 
to stop seeking special deals 
from the IMF and the G7 
countries and to use the 
market to save the rouble. 
Borrowing against the future 
proceeds of privatisation 
sales may hold the key to 
protecting the rouble today. 


The author is professor of eco- 
nomics at Harvard University 
and president of the National 
Bureau of Economic Research 


N o one can be sat- 
isfied with tbe 
past two decades 
of US policy 
towards Iran. Years of con- 
frontation have failed to pro- 
mote or protect important 
US interests, or to address 
US concerns about Iran's 
opposition to Middle East 
peace and support for terror- 
ism and weapons pro- 
grammes. 

No wonder Bill Clinton. 
US president, wants “a genu- 
ine reconciliation" with Iran. 
Madeleine Albright, the US 
secretary of state, has talked 
about a “roadmap leading to 
normal relations". They are 
both right 

The challenge before the 
US is to begin an official dia- 
logue with Iran, so that it 
can address the serious 
issues that divide the two 
countries. Step by step, it 
needs to build a minimal 
level of confidence to get a 
dialogue started. 

As the president and Mrs 
Albright are beginning to do. 
senior officials should talk 
directly to the Iranian 
people. They can communi- 
cate the US’s interest in a 
civil and respectful dialogue. 
They should end references 
to Iran as a rogue or rene- 
gade state. They should 
acknowledge Iran's griev- 
ances, without assigning - 
or accepting - blame. 

They should state clearly 
that the US does not seek 
the overthrow of Iran's gov- 
ernment. that the US 
respects Iran’s sovereignty 
and has no hostility towards 
Islam, one of the world's 
great religions. 

The US should change its 
visa policies. Iranians enti- 
tled to visas should not be 
subject to long delays, 
expenses and humiliating 
mugshots and fingerprinting 
upon arrivaL 

Americans should be sent 
to the US Interests Section of 
tbe Swiss Embassy in Teh- 
ran to start exchange pro- 
grammes and bring experts 
together. The US should not 


implement a plan to create a 
Radio Free Iran, and should 
use those funds instead for 
exchange programmes. 

What should be done once 
an official dialogue begins? 
On the Middle East peace 

process, the US should urge 
Iran to restate frequently 
and publicly what Mrs 
Albright mentioned in her 
speech - that a settlement 
acceptable to the Palestinian 
Authority is acceptable to 
Iran. 

On terrorism, the Islamic 
summit hosted by Iran late 
last year condemned it. and 
Iran's actions are changing. 
The US should put forward 
specific and realistic propos- 
als to test Iran's intentions - 
to cut military deliveries to 
Hezbollah in Lebanon, and 
to persuade Hezbollah forces 
to stand down once Israel 
withdraws from Lebanon. 
These can be steps towards 
cutting off all support for 
political violence. 

On weapons of mass 
destruction, the US needs a 
new approach. Iran should 
be able to do what any mem- 
ber in good standing under 
the Nuclear Non-Prolifera- 
tion Treaty can do - con- 
struct civilian nuclear power 
reactors - so long as it lives 
up to rules on full nuclear 
safeguards, and unrestricted 
access for international 
inspections. 

The US should press Iran 
to provide information about 
its chemical weapons pro- 
grammes as required by the 
Chemical Weapons Conven- 
tion. which it has ratified. 
The US should implement 
the CWC itself, so that it will 
have leverage to press Iran 
to meet its obligations. 

Washington should also 
continue to press Russia and 
others to stop supplying 
advanced missile technology 
to Iran, even though this 
genie is already out of the 
bottle. The US. and Israel, 
will need to rely on deter- 
rence until such time as it 
can persuade regional pow- 
ers to change views on secu- • 


The author is the ranking 
Democrat on the House for- 
eian relations committee 
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Turkey merits support 
and encouragement in 
applying to join EU 


Confident multinationals 
will look again at Nigeria’s 
investment potential 


From Mr Peter J. Bull. 

Sir, Andrew Wigley's com- 
ments on Turkey (Letters, 
July 2) fail to appreciate that 
the Turkish generals' moves 
were necessary to prevent 
the subversion of the secular 
state created by Ataturk and 
guaranteed by the constitu- 
tion. To change that to meet 
ideals proclaimed by certain 
European Union countries - 
which some have themselves 
only achieved in recent 
years - would require the 
overwhelming support of the 
electorate. But this will not 
be encouraged by the atti- 
tude of those countries in 
rejecting Turkey's applica- 
tion and demanding changes 
that are impossible to bring 
about overnight. The "con- 
structive dialogue" Mr Wig- 
ley recommends is rightly 
viewed as a euphemism for 
prevarication. 

The past 40 years have 
seen western European and 
other countries giving Tur- 
key immense help and 
encouragement, including 
debt recycling, new finance. 


trade Liberalisation and tech- 
nical assistance. This 
enabled people like Turgut 
Ozal to lead the Turkish 
public to open up their econ- 
omy, adopt a new liberalism 
in attitudes and a greater 
acceptance of western stan- 
dards of behaviour and 
democracy. A serious threat 
to that progress has been 
averted. Further progress 
requires more active western 
support. The negative stance 
taken by one country is 
couched in words that seem 
to encourage hatred, and 
remarks by Robin Cook, the 
UK foreign secretary, seem 

counter-productive. 

To be given the message 
“first mend your ways" is as 
helpful as banning a difficult 
child from the class, refusing 
to recognise the effort made 
and denying it the support 
and encouragement that are 
essential if it is to accept the 
need for further change. 


Peter J. Bali, 

38 Radnor Walk, 
London SW3 4BN 


From Mr Jonathan 
AD. Long. 

Sir. We read with interest 
your valedictory interview 
with Sir Neil Sbaw, the retir- 
ing chairman of Tiate & Lyle 
(“Sweet exit is prepared as 
fresh challenges beckon far 
away in the Canadian out- 
back". June 29). 

While recognising Sir 
Neil's many achievements at 
Tate & Lyle, we find his 
statement that “one of the 
best decisions I ever made 
was to get out of Nigeria” to 
be a little disappointing, par- 
ticularly in view of the suc- 
cessful experiences or many 
multinationals here, in the 
face of an admittedly very 
difficult operating environ- 
ment 

in recent years, companies 
such as Guinness, the East 
Asiatic Company, Lonrho 
Africa, Nestle and Paterson 
Zochonis (to mention but a 
few) have all increased the 
level of their investments in 
Nigeria, albeit in some cases 
on a modest scale. The Guin- 
ness operations, in particu- 
lar, have been performing 


particularly well over the 
last 18 months while the 
East Asiatic Company and 
Lonrho Africa have both 
succeeded in turning around 
their Nigerian affili ate*; dur- 
ing Lhe last year and the 
Nestle and Paterson 
Zochonis companies here 
have produced consistently 
strong results of a period of 
many years. 

We are confident that 
recent political develop- 
ments in Nigeria will 
encourage other multina- 
tionals to look again at the 
investment potential of the 
country. 

Therefore, while wishing 
Sir Neil a long and happy 
retirement, we are also 
looking forward to the dav 
when Tate & Lyle wifi 
return to Nigeria. 


Jonathan A.D. Long, 
managing director. 

First City Merchant Bank, 
Primrose Tower, 

6th-10th floor, 

17A Tinubu Street, 

Lagos. 

Nigeria 


IMF funding for Russia would not solve the country’s problems 


London Paddington •— » Heathrow in 15 Minutes, every 15 minates s?; 

« “ ‘ . • • . * .* • ^ . *•; .* .* W . **. *. t. 


mdyoa |ooOTaBAto«ka«iAlr^SiitiA trow out tk*w office*, tktat madwes, Centra* 


J&ways or British Stfdfadd easterner tiwraWng with hand luggage stations and otter ouflets dqitjymg oar ^ 


Mfe.ysv w» fcwe.tte added admmtage fcadfittes at ’ oor 





Famous for 15 minutes 


:-X; • • • ' Heathrow SXP’fSS $ 





From Professor Peter 
Reddaipay. 

Sir, Your article “E6bn of 
Russia's budget misspent" 
(June 9) about Venyamin 
Sokolov of Russia's Account- 
ing Chamber, asserts: "Tbe 
chamber ... is an agency 
with a strong Communist 
contingent which has long 
been viewed with suspicion 
by Russia's market reform- 
ers. Mr Sokolov was deputy 
head of the old Supreme 
Soviet which was dissolved 
in 1993 after becoming 
involved in an uprising 
against Mr Yeltsin." 

This passage smears Mr 
Sokolov, resembles what has 
been written by propagan- 
dists for the reformers, and 
is largely untrue. It also 
reminds me that the FBI was 
long viewed with suspicion 
by A1 Capone. The chamber 
derives from President Boris 
Yeltsin’s 1993 constitution. 


Its 14 board members, 
elected by both houses of 
parliament, include only one 
Communist. With a staff of 
700. it is state-funded and 
investigates possible viola- 
tions of law by the executive 
(to date, several thousand 
have been documented). 

Mr Sokolov was a chair- 
man of the first Russian par- 
liament. When Mr Yeltsin 
dissolved it with an avow- 
edly anti-constitutional 
decree in 1993, Mr Sokolov 
actively, but in vain, sought 
to avoid a bloodbath by 
negotiating a peaceful settle- 
ment. This strengthened his 
already widespread reputa- 
tion for fair-mindedness. 
Thus, when the new parlia- 
ment's upper house voted on 
the chamber, he received 
more votes than any other 
candidate. 

Here in Washington Mr 
Sokolov had fruitful meet- 


ings with officials of Con- 
gress, the World Bank and 
government agencies, 
including the chamber’s US 
equivalent, the General 
Accounting Office. I came 
away from two of these 
meetings strengthened in 
the belief that the corruption 
of the Russian government 
has indeed, as World Bank 
reports suggest, reached 
Nigerian levels. Thus even if 
brilliant policies are 
espoused, almost nothing 
will be implemented. 

Yet this Is the government 
that the Group of Seven and 
International Monetary 
Fund seemingly intend to 
bail out - yet again. To do 
so, in my view, would solve 
nothing, at least as long as 
Mr Yeltsin rules. It would 
only increase the rising anti- 
westeraism in Russia - and 
the scale of the violence, 
when, as may eventually 


happen, the Russian masses 
cannot bear their poverty 
and humiliation any longer. 

Much better would be to 
choose a lesser evil bv reject- 
ing Mr Yeltsin’s loan 
request, thus causing some 
short- term pain for the inno- 
cent as well as the guilty, 
but also - the crucial point - 
increasing the chances that 
the Russians will soon be 
able to select better leaders, 
who. though they will doubt- 
less make mistakes, can try 
fresh approaches, and, if nec- 
essary. be voted out. 




Years of confrontation between tbe US and Iran have led nowhere. 
The US must start to communicate if it is to improve matters 

X T the Soviet Union; it con 


work in the Middle East too. 
To change views, lhe I'S 
should work to revive 
regional arms control talks, 
and invite Iran to participate 
in efforts to increase trans- 
parency' and reduce miscal- 
culation. 

The US should pursue an 
economic opening with Iran 
as well. It should allow US 
energy companies to swap 
oil with Iran, and to talk 
with Iran. It should invite 
Iran to the next Middle East 
economic conference. 

Tbe biggest obstacle to an 
economic opening is the 1996 
Iran-Libya Sanctions Act 
(llsai. Mr Clinton wisely 
decided to waive the applica- 
tion of fisa sanctions on 
French and Russian energy 
companies that are investing 
in Iran. Such sanctions 
would harm US foreign pol- 
icy far more than they would 
damage Iran or foreign com- 
panies. It will be difficult to 
repeal lisa, but with luck cir- 
cumstances will let the stat- 
ute lapse when it expires in 
three years. 

The US will also need to 
maintain a strong military 
presence in the Gulf. Those 
forces are not aimed at Iran 
- their purpose is to main- 
tain a regional military bal- 
ance. The US should talk to 
Iran on security issues if its 
actions show restraint and 
conciliation. 

No one can assume that 
efforts to engage Iran will 
succeed. But there is little 
risk in trying. If we do not 
talk, we can assume that the 
current, unacceptable 
impasse with Iran will con- 
tinue. I commend the admin- 
istration for its desire to 
start an official dialogue 
with an important country 
In a rich and tough neigh- 
bourhood. We should pursue 
a policy to get that dialogue 
started. 
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Peter Red da way. 
professor or political sci- 
ence, 

George Washington Univer- 
sity, 

(formerly director of the 
Kennan Institute for 
Advanced Russian Studies, 
Washington. DC), 
Washington DC. US 


Number One Southwark Bridge, London SE1 9HL 


jw f«9n to encourage wtare ton naxtere worttotto. Letters titty be taxed tu +44 »n-er3 SOS* iwi (ay i$ fwi * —j. 
letters.ttMortjtLoom Pubfeted letterc 99 abo on the FT web me. hnp-.i/www.FT.oom Tci-eianor may b* amiable i.v 

letters written r me main merononsl bnguageo 0171 873 5938. Letters ahoiJdl be tvoed am not rara wn'non 


‘ a- • ; 

. i-JD' • 

-?■ -A'; 




man 


r:-- • 

-. •-! ,'2^ . 

• ri m l .vicirif ' if 

■BfV'IKW* b-t* 9C. 






15 



1 to 


>i f:— rV *- r .-.. 

?* 

T» . t . - t . . 
M»v: » . ‘ ,s 

V I. L. - .. 

hri . ' ' 


■Jti- **&■.' - . 

t 

>" i.-i u ’ ‘ 

V- 

: 

** T t - .. 


vj«* : . s ”! 

ri . .... 

?/it( .i;. . 

A: It 

»{**'S It .. v . - 
:w.; v 

t , 

* ; r >' ■ t: 

iir.j. „1 I 

•>»v» 

S . 

- ?• '» *•• .•• 5 i. ; 

T-Vv *,■*■ t .. 

v.t. Di- • 

* a" 1 '- ■ • " v • vi'i 

u.;. -. • « 






mats 

tm'ria% 


... ... ; .' 


:• ,V» 

w * f i I l r - - 

• fc ». . Jc.,%1: 


1 v x fe 


'53"> 

0: ‘«iy la* 

305 fee- 

,Aa *fei. 

■> % tt*. 

' ^aut 

lc ^tOi 


-'■VSwnea 

■-natal d 

‘ '3o*en. 

"■) tan®. 

,J »e»c^ 

•vd head*;, 
•vie ll-.p.tdu 
;, :- a mind 
• Rie 
' --c-jr in 
>5 1 

'•“# csss 


suit V 

• : -* »«■ 


~ fo tt- 
. ’ \ vr 


. •: jura: 
"c 


.• .:■ : vr. 


1 it. 

4W** *i«« 
MottH?'* 1 *'* 4T 
f-wir*' ■ 

I MM* 

m %»«***- 


ItroMems 

ifcw***' r ’ :: 

&&'■ >**'*■*- 

unm+t" *’• f 

> rlutt? i • •••' • 
v>.'~ 

a 4! “ 7." * 

r»U m »"■ ’ 

xfM| L 

;«.■*** y 

(wlHh* 1 •'* 




*.»■. •* 

_ ff 

SI 


••• - - ' V 


. VXI JDQfi 


FINANCIAL TIMES WEDNESDAY JULY 8 1998 


FINANCIAL UMtS 

14 East 60th Street. New YorK NY 10022 
Tel: 212 752 4500 Fax: 212 319 0704 

Wednesday July 8 1998 

A sensible 


The strategic alliance announced 
yesterday by the London Stock 
Exchange and the Deutsche 
Bbrse is as welcome as it is unex- 
pected. for it marks a giant step 
towards the creation of a single 
European stock market That in 
turn would mean big benefits for 
both companies and investors. 

Creating a much more liq uid mar . 

ket, offering reduced tra ns a ction 
costs and a lower cost of capital. 

National Stock with 

their protected markets and high 
dealing and clearing costs, have 
come to seem anachronistic in an. 
age of global Investment hanking 
and electronic trading syste ms . 
In Europe, .the. Investment Ser- 
vices Directive of 1996, which 
allowed remote membership of 
e x cha n g e s: helped lower the bar- 
riers, while the coming of the 
euro is Mtting as a farther mighty 
catalyst, as fund managers start 
to view tiie region as a single 
investment area. 

There have been numerous 
small steps towards consolida- 
tion, including the dicap p ogynm-o 
of national regional exchanges 
and a series of partial alliances 
i n volv in g continental m-harig p s 
- notably Frankfurt and Paris - 
in both the cash and derivatives 
markets. ■ 

But while the trend is clear, 
there has been a widespread fear 
that national pride would fuel a 
fruitless struggle between rival 
exchange trading systems lasting 
many years. Increasingly the bat 
tie lines seemed drawn between 
London - not participating in the 


Sterling’s work 


This week’s evidence of a sharp 
downturn in UK factory output 
will re-ignite old arguments in 
the Bank of England’s monetary 
policy committee. When it meets 
today, those who opposed a rise 
in interest rates at the beginning 
of tiie year may soy ~I told you 
so". They will urgue that such a 
downturn is just what they pre- 
dicted, as a result of the rise in 
the Bank’s base lending rate last 
year and the strong pound. 

What the wait-and-see fection 
said last month, when rates woe 
raised by 0-25 percentage points 
to 7.5 per cent, will not be known 
until next week. ' 

Perhaps they have conceded 
that the tribulations of the manu- 
facturing industry must be subor- 
dinated to the wider aim of sub- 
duing the domestic economy and 
damping down inflation. Or it 
may be that the committee was 
once again divided, and that .the 
rate increase was something of a 
compromise: still too little, too 
late in the view of those who had 
wanted a vigorous pre-emptive 
strike. 

If so, the economic news in the 
last month will have done little 
to lessen the dilemma. 

National output was 3 per emit 
higher in the first quarter than a 
year earlier, well above Its sus- 
tainable rate of growth. The 
labour market has continued to 
tighten, and even though the 
annual rale of increase in earn- 
ings eased a little In April, it is 


still uncomfortably high at 5 per 
cent far the whole economy and 6 
per cent in the private sector. 
Meanwhile the most recent data 
suggest that the domestic econ- 
omy is stfll growing fast, led by 
consumer demand. 

Hardliners on the committee 
may reasonably argue that mare 
needs to be done to discourage 
consumer spending and to 
restrain the honstng market; and 
if that means a continued high 
pound and greater difficulties for 
manufacturers, well, that is what 
comes of not acting earlier. 

The harsh feet is that, if the 
government's 2J> per cent infla- 
tion target is tohe met, the UK 
economy will have to endure, a 
period of very alow growth or 
even stagnation. It is very far 
from exhibiting the robustness of 
the US economy, which has 
enabled it to combine rapid 
growth with restrained inflation 
and relatively low interest rates. 
And the government has not 
helped matters with a prospec- 
tive easing of the fiscal reins. 

• Moreover, if the Bank is semi 
to weaken, just as the UK current 
account deficit starts to widen, 
there could be a slide into that 
familiar British syndrome: a cur- 
rency crisis followed by a dose of 
Imported inflation. 

Whether a further small rise is 
still needed most be a dose calL 
Certainly, the Bank must make it 
clear that it is determined to 
keep up the pressure. 


Caspian oil 


The deal between Russia and 
Kazakhstan on how to divide 
their respective claims to the sea- 
bed of the northern Caspian 
narks a vital step towards explo- 
ration of. the world's most prom- 
ising undeveloped oilfield. It also 
represents a belated but welcome 
recognition by Moscow of com- 
mensal reality aid self-interest 

After years of prevarication, 
and attempts to bully its former 
Soviet outpost- into accepting 
Russian control of its "future all 
industry, Baris Yeltsin’s govern- 
ment has accepted that the Cas- 
pian should be treated as a sea, 
not a lake. That amounts to rec- 
ognition of Kazakhstan’s claim to 
its own offshore oil resources, 
rather than an insistence that all 
littoral states should dare the 
resources equally. 

The agreement is no guarantee 
that Moscow win not try to use 
its political muscle again: other 
issues, such as the vital question 
of pipelines, win be subject to 
further negotiation. But it is . a 
first step towards pragmatic reso- 
lution of the battle to control the 
Caspian's undoubted oil wealth. 

If the Caspian fields prove to be 
as huge as many oilmen believe, 
development will provide a lucra- 
tive market For Russian exports. 
Russian oil companies will 
almost certainly be offered a 
stake in the area. And. the result- 
ing revalues will help bring pros- 
perity, and stability, to an unsta- 
ble part of the former Soviet 


empire. AH these things are in 
Moscow’s interest They are also 
in the interests of the US, Europe 
and neighbouring states. 

Yet the question of bow to 
export future ail from the Cas- 
pian remains in dispute. Russia 
wants to route the crude through 
its own pipelines. It also recog: 
nises that exporting through hah 
would be commercially sensible. 
The US la appalled by such an 
unattractive (and potentially 
-unreliable) choice of routes. -It 
has been energetically promoting 
the so-called Trans-Caspian altw- 
native: a project to pump Kazakh 
oil to Azerbaijan through an 
undersea pipeline, arid then over- 
land through T u r ke y to Ceyhan. 
on the Mediterranean, or via 
Georgia to the Black Sea. 

Such a solution may have stra- 
tegic sense,. but ft is unlikely to 
be commercially viable. The US 
(and Turkey) would have to sub- 
sidise it to the tune of some $2bn, 
according to most calculations. 

The lesson of Russia’s conces- 
sion on the Caspian seabed is 
that pragmatism should prevail. 
An export route through Iran is 
Hkely to be the cheapest, most 
gfWrfgnt and likeliest choice for 
the eastern Caspian. However, 
first Iran must drupfts own insis- 
tence that the Caspian Sea 
should be treated as a lake, to 

enable exploitation to be acceler- 
ated. And Washington must 
redouble its efforts to reopen its 
dialogue with Tehran. 


COMMENT & ANALYSIS 


Europe’s Big Bang 

Simon. Davies and George Graham ask how important the link-up of the London and 
Frankfurt stock exchanges will be to the creation of a single European capital market 


£ £ rp Tins is what the 
I European Union is 
H meant to be about,. 

-A- removing barriers 
and creating a unified capital 
market.’ Thus Gavin Casey, chief 
executive of the London Stock 
Exchange; describing yesterday's 
proposed link-up between the big- 
gest bourses of the UK and Ger- 
many. 

It has long been clear that 
Europe will not' be able to con- 
tinue with -about 30 stock 
exchanges once it h * i a single 
c urr e n cy. The euro should create 
a single Europe-wide pool of capi- 
tal and a single capital market 
Man y people argue that this 
means there win have to be a 
angle European stock exchange 
as weD. investors will not want 

dH fe ri n g national nflfiS tO WCUTy 

about when they buy shares. 
Companies will want to tap 
Europe's capital market with 
exactly the same ease as they 
now raise money at home. 

The link between the London 
and Frankfurt stock exchanges is 
the biggest step so far towards 
this stog ie market. Yesterday's 
deal means Europe’s two largest 
stock markets have agreed to 
become access points to what 
most participants want an easily 
accessible, low cost and efficient 
regional market 
Potentially, it could lead to a 
big bang on a European scale, 
dwarfing the changes that 
emerged in London alone in 1986. 
But tt is only a start 
National ambitions still remain 
strong. These have been evident 
in the battle between the London 
and Frankfurt fixtures exchanges 
for control of the German bond 
futures contract They have been 
seen also in the push to develop 
European interest rate deriva- 
tives based on a new pan- 
European benchmark for bank 
lending, instead of the enrrent 
benchmarks provided by the Brit- 
ish Bankers Association. Above 
all, the stock exchanges of 
Europe have Invested enormous 
sums in developing different eleo- 
i ironic trading systems. 

But it had become increasingly 
dear that if Europe’s exchanges 
did not give their big customers 
what they wanted, they would all 
lose. Michael Marks, executive 
chairman of Merrill Lynch 
Europe and a board member of 
the London Stock Exchange, 
argues: "The London and Frank- 
furt stock exchanges saw that the 
users would demand a pan-Euro- 
pean market and if they hadn’ t 
set it op, someone else probably 
would have." 

Technology has made it much 
easier for the traditional services 


first wave of monetary union - 
and the major “Emu-in" codIxd* 

tprrial ronH-ft S. 

Those rivalries - which encom- 
pass the derivatives markets, 
equity ' indices, and the interest 
rate benchmark far the euro - 
will not necessarily disappear 
thanks to yesterday’s agreement 
However, it does mark a funda- 
mental shift of the ground: no 
longer is an isolated London 
ranged against the continent 

The agreement benefits both 
sides. For the London Stock 
Exchange, which has so often 
seemed slow-moving or inept In 
the face of rapid change, the defll 
puts it back in a position of Euro- 
pean leadership. Its equal share 
in the joint venture with Deut- 
sche Bfirse. does -not fully reflect 
London's dominant position in 
equity trading volume, but that 
seems a small price when the 
alternative was to risk marginal, 
isation. The Deutsche BOrse, for 
its part, has achieved a surer and 
greater say in European consoli- 
dation than a prolonged battle 
with London might have allowed. 
The big loser is Paris, whose alli- 
ance with Frankfurt has been 
undercut 

The venture still faces huge 
hurdles - in agreeing basic bad- 
ness operations, regulation and 
trading platforms - and Europe 
has a history of stock exchange 
agreements that unravel. But 
this , one has a logic and momen- 
tum which could carry it a long 
way and embrace many more of 
Europe's exchanges. 


E urope’s attempts to fed its 
way towards a single 
regional equity market 
have been broadly welcomed 
from the other side of the Atlan- 
tic. But, as with the creation of 
the single European currency, 
the development raises long-term 
questions about US tnflnence in 
the international financial mar- 
kets: In particular, its ability to 
set the standards that apply to 
trading in global equity markets. 

“People in the US are going to 
be forced to look at Europe as a 
single region far in v estment pur- 
poses rather than a c o llecti on of 
nation states,” says Nigel 
Emmett, manager of a JJ*. Mor- 
gan European equity fond in the 
US. 

Does that mean European com- 
panies win no longar want to list 
in the US? European companies 
have been flocking across the 
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of the Stock Exchange, particu- 
larly price formation and settle- 
ment, to be provided elsewhere. 
If it wasn’t somewhere in Europe, 
it would have been in New York 
or on the internet 
Werner Siefert, chief executive 
of Deutsche BOrse, says the 
agreement put an pud to 

speculation about a battle 
between Frankfurt and London. 
"We are giving the only rational 
answer: to join forces in the best 
interest of our market partici- 
pants, issuers and investors.” 
However, he also described the 
deal as a "partnership on earth” 
rather than a “marriage mad e in 
heaven”. And there are a lot of 
earthly details to be resolved 
before this can become an alli- 
ance in more than name. 

For one thing, to make a truly 
seamless European stock market, 
all the European exchanges will 
have to join. Given the impor- 
tance of London and Frankfort, 
the smaller exchanges are likely 
sign up if they are convinced the 
the London-Frankfurt marriage 


will actually be consummated. 

But there are plenty of pre- 
nuptial agreements to be signed 
first Where, bn example, will the 
joint-venture be based? Who will 
be in charge? How will the profits 
be shared out? 

London's stock market capital- 
isation is double that of Frank- 
furt and it is the main European 
financial centre at present That. 
might make London seems like 
the obvious choice to act as 
senior partner. But win the other 
members of the new market want 
to see it run from outside the 
Emu zone? 

There is also the issue of bow 
the exchanges will create a uni- 
fied settlement system to match 
the single trading platform. 
Investors are looking to trade in 
and oat of shares on a regional 
basis, with a maximum of effi- 
ciency and a wrinhniwn of settle- 
ment risk. This seamless stock 
market will only exist if the sin- 
gle European stock market has 
something resembling a single 
clearing and settlement system. 


The view from Wall Street 


Atlantic, drawn by the large pool 
of capital The number of foreign 
listings topped 1,000 for the first 
time last October. 

But foreign listings have had 
their limitations. Among the big- 
gest have been accounting and 
regulatory standards. Corporate 
Germany was first represented 
an the New York Stock Exchange 
with Daimler-Benz five years 
ago, and even now is greatly 
underrepresented. Switzerland’s 
biggest companies are not pres- 
ent at all. 

Many foreign stocks that are 
listed in the US are barely traded 
there. Most professional fund 
man a g ers say they prefer to go 
overseas in spite of the inconve- 
nience. “Typically, yon have 


deeper liquidity in the local mar- 
ket,’ says Mr Emmett 
That may understate the 
advantages to a listing in the US, 
says Brian lane, director of the 
Securities and Exchange Com- 
mission’s division of corporate 
fin ance. "Had Daimler not been 
here, they may not have been 
able to use their shares to buy 
Chrysler," he says. 

Nevertheless, the US 
exchanges have already begun to 
posttioo themselves for the next 
stage In the development of the 
international equity markets: 
one where investors, no matter 
wbere tbey are, are given a 
direct window on to a more liq- 
uid, borderless market 
Nasdaq, under its new chair- 


OBSERVER 


Channel 

hoppers 

tt looks ISce pay day is conning for 
foe friends of the couch potato, the 
two geniuses who made tt possible 
to programme a video necorder 
without the aid of a teenager. 

United Video Sateffita Group, fed 
up trying to do a deal wtfo 
Pasadena-based Gemstar, has 
bunched a S2Bbn hosHe bid. The 
target looks Eke putting up soma 
resistance, but United Video 
re pre s ents the combined power of 
media moguls Rupert Murdoch and 
John Mafcna. Maybe Henry Yuen 
and Daniel Kwoh can start thinking 
about how they might spend the 
money. 

A decade ago, the two 
Shanghai-bom scientists were 
waking for space and defence 
outfit TRW researching problems 
tike how studying ocean waves 
might help weather forecasters. 1 
Then Yuen missed a Boston Red 
Saxbasebafl game because he 
messed up the video programme^ 
Kwoh admitted that that had 
happened to him, too, and the pair 
decided that there wan something 
seriously wrong with video 
recorders if two highly qualified 
scientists coiAjnt work them. 

So they came up wffo VCR Plus, 
that set of numbera a ttached to 
television p rogra m mes which does 
away with having to set the correct 
date, time and channel. Their 
company, Gemstar, has been 
raking tt ki from VCR Plus control 
boxes ever sinceL 


If. the bid does succeed and 
Yuen and Kwoh Have some time 
on their hands, they could do 
worse than devise a widget which 
makes computers as easy to use. 
Observer, for one, would buy tt. 


PRI fix 


Disgruntled members of foe 
institutional Revolutionary Party 
(PRt), the poEtical machine which 
has njn Mexico since 1929, may 
tate heart from the electoral 
success of Ricardo MonreaL 

The former congres sm an, a 
prfista - PRI diehard - for most of 
Ms 38 years, walked out In a huff 
In March when party leaders 
refused to pick him to contest the. 
governorship contest bi Zacatecas, 
one of the poorest rural states In 
central Mexico. 

Monreal says party bosses tried . 
to placate him with offers of 
money, a consulate in Miami, or 
any job he waited within foe party 
bureaucracy. But It was an in vain 
- he had a sudden conversion to. 
the cause of the teftwfng 
Revolutionary Democr at ic Party, 
which readfly agreed to field him 
as Its candidate. 

Monreal donned his sombrero, 
boats and jeans, fastened Ms 
trademark baft buckle with his 
initials blazoned on It and went on 
the campaign trail. On Sunday, he 
inflicted the PRJ's first defeat in 
Zteatecas in 70 yeere. 

The election was a triumph for 
Monreal and his new party, which 
had not won a governorship 
before, and a raeasirance to his 


former colleagues that there is Efe 
after the PRI Whether tt is a 
victory tor Mexican democracy is 
less dear. 

Zacatecans are so poor that 
roasted rats are considered a 
delicacy in the state, and the place 
has been run by a succession of 
PRI strongmen. The former prnsta 
now has to prove that a leopard 
can change his spots. Better 
government aid fewer roaste d rats 
would be a start 

Economic tip 

Forget the Tan ken survey. The 
indicator of how far Japan's 
economy has sunk Is in the hands 
of the 60,000 FBipIna dancers in 
Tokyo dubs. Not so long ago, an 
artiste couto expect a Apad - 
FBpino for "big bflT, a Y1 0,000 
note worth about $80 - as a tip 
from a free-spending salaryman. 
Now, according to one of ttfefr 
agents, the standard gratuity Is 
Y1.000, and the dancer usually has 
to drop a strong hint to get even 
that 'The Japanese have become 
tightwads." Judging by official 
st a t i stics, the return of the tapad Is 
not imminent 

Bond voyage 

Time was when Salmon Brothers 
without its US bond trading unit 
was like a hot dog without the 
mustard, but the writing has been 
on the wan since Travelers Group 
took over the reins only seven 
months ago. 

The home of the "big swinging 


dick” has osdllated between huge 
profits and huge losses, and there 
was speculation that Bendy Welti’s 
more buttoned-down group 
wouldn't have the stomach for the 
roNer-coastor ride. So it has 
proved. 

The end of an era may have 
raised a smile down among the 
yachting types on the marinas of 
Greenwich, Connecticut, where 
John Meriwether hangs out The 
man who put the A in arbitrage 
quit Salomon's back in 1991 - 
carrying the can after the firm was 
caught rigging government bond 
auctions. 

He decamped from Wall Street 
with some of his Salomon team 
and set up Long-Term Capital 
Management on Steamboat Road. 
Greenwich. There may, however, 
not be much Schadenfreude over 
yesterday’s news from foe old firm 
- any hard feelings must have 
been assuaged by the pies of 
money foe hedge find has made 
during the fast few years. 

Booked out 

In 1916, Beatrice Rumming 
borrowed Stephen Leacock's 
Sunshine Sketches of a Little Town 
from the public Hbrary in Victoria, 
British Columbia. She never got 
round to taking it back. 

The book has now been returned 
by the owner of tiie house where 
the borrower once lodged. The 
library Is takkig a commendably 
tolerant view of the affa i r it has 
promised not to seek out Rumming 
to collect the C$7,200 fine. 



European central securities 
depositories such as the UK’s 
Crest have been two steps ahead 
of the exchanges in agreeing to 
establish bridges between 
national systems, but some com- 
plex issues remain. 

Then the exchanges have to 
decide how to select the 300 or so 
blue chip companies that they 
will trade. The two partners say 
there should be a single bench- 
mark that would form the basis 
for selection of the blue chip mar- 
ket constituents. 

But London is part owner, with 
the Financial Times, of FTSE 
International-, which has estab- 
lished one set of benchmarks, 
called Eurotop. along with the 
Amsterdam Exchanges. Mean- 
while, Frankfurt has linked up 
with a rival set, the Dow Jones 
Staxx group, and is already trad- 
ing Stoxx derivatives. As Lon- 
don's Mr Casey says: “If everyone 
sticks to their current views, 
then we cannot make progress." 

As if that were not enough, 
there are plenty of impediments 


man, Frank Zarb, has laid out a 
plan to become "a market of 
markets”, bringing different 
exchanges together under a sin- 
gle technological umbrella. That 
has led to an agreement to 
exchange data with the Hong 
Kong Stock Exchange, and a pre- 
liminary agreement with the 
Deutsche Bfirse. 

Mr Zarb sought to put yester- 
day’s news in the context of his 
vision for world markets. “The 
announcement is completely con- 
sistent with our agreement with 
Frankfort to develop common 
links with European exchanges,” 
he said. 

The Big Board has been less 
aggressive both in spelling out 
its vision and in trying to reach 


outside the remit of the new affi- 
ance. These Include a panoply of 
different accounting standards, 
tax regimes, and regulatory 
systems. This will hinder the 
transparency Implied by a single 
stock market 

That is for later. As Mark 
Howdle, European equity strate- 
gist at Salomon Brothers, says: 
“This overcomes the major road- 
block to the achievement of a 
pan-European market” It should 
put the spotlight on other harri- 
ers, and speed up their removal. 

There will naturally be argu- 
ments over winners and losers 
from this new regime. One senior 
City figure yesterday claimed: 
“The i^indon Stock Exchange has 
limited the potential downside 
from Rwm t but the big question is 
whether they haven't also given 
away all the upside [the chance 
that London alone could domi- 
nate European trading].' 1 

If the result of this is the cre- 
ation of more liquid and lower 
cost European capital markets, it 
win be a sacrifice well made. 


co-operation agreements with 
foreign exchanges. But it has 
floated the idea of a single inter- 
national market in which a com- 
pany’s shares can be traded in 
standard form, rather than as 
depositary receipts. Such initia- 
tives imply a redaction in the 
need for foreign companies to 
come cap in hand to the US capi- 
tal markets. 

A deeper regional market on 
their own doorstep might also 
tilt the balance for European 
companies in the direction of 
regional standards, rather than 
global ones. “There could con- 
ceivably be a shortterm hiatus 
when the focus was on the Euro- 
pean market," concedes a Nas- 
daq executive. “Ultimately, 
t h ough, nobody can afford to be 
isolated.” 


Richard Waters 


1(M) years ago 

Monetary Crisis hi Chfli 
Valparaiso, 7th July. A panic 
occurred In commercial circles 
to-day throughout the Repubfic. 

A great rush was made on 
Tuesday in Santiago on the 
Banco do Chile, owing to a 
rumour that the bank was in 
difficulties and that the 
Government was about to Issue 
paper money to save the bank. 

In the meantime, by appficatkxi 
of the banks, a decree has been 
issued, ordering all banks to be 
dosed from Thursday until 
Tuesday. AH business here and 
at Santiago is practically 
suspended. The whole trouble 
has been caused by some 
anti-converstonists, who wish for 
a return to paper money. 

50 years ago 

Beilin's Air Simply 
Berlin, July 7. The Russians 
to-night declaimed respondbiRty 
for foe safety of United States 
aircraft now roaring into Berlin 
every few minutes with supplies 
for the blockaded Western 
sectors. This move followed a 
Russian protest over alleged 
American Infringement of 
Four-Power safety rules 
changing the technical method 
of charting Incoming planes. The | 
tempo of East-West diplomatic | 
moves has quickened in foe 
past 24 hours. Notes of pretest 
against the blockade have not 
so far been answered. 
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Bourse buddies 


The market capitalisation of the London 
Stock Exchange is more than twice that of 
Frankfurt's Deutsche Bflrse. And yet Lon- 
don win own only half the new company 
being set up to trade Europe's biggest 
stocks. How come? 

Part of the answer la that Frankfurt has 
momentum; Deutsche Bflree aits at the 
heart of the new eurozone, its leadership 
is dynamic and shareholder culture is 
finally taking off in its backyard. The 
LSE, by contrast, has been handicapped 
not just by Britain's decision to stay out 
of the Drat wave of economic and mone- 
tary union but its own lack of vision. 

The other part of the answer is that the 
LSE intends to emerge as the alliance's 
senior partner. And herein lie possible 
seeds of future problems - because the 
Germans certainly do not see it that way. 
Moreover, the ownership split is not the 
only delicate matter the two partners will 
have to negotiate. Who Is going to run the 
new company? Where will It be incorpo- 
rated? What will the trading rules be? 

On each point, London and Frankfort 
will start with different positions. So 
much alve-and-take will be needed. And 
that Is even before discussions are broad- 
ened to Include Amsterdam, Milan and 
other bourses - though London and 
Frankfurt probably think their combina- 
tion ban wniH igh critical w»MBg to present 
the rest with a fait accompli. It say, Paris 
does not sign up, the partners will proba- 
bly poach Its biggest stocks. 

Indeed, one wonders whether Europe 
would not have been better served by 
leaving Frankfort and London to fight it 
ont to establish which would be the 
bourse far euroland's premier league. 
That, oT course, would have Zed to higher 
casts through duplication of effort - and 
‘the lata 1 arrival of a common platform. 
But it would also have risked less fudge 
‘and mudge. 

•; Whether that judgment turns out to be 
"wrong depends an how the discussions 
progress. The partners' immediate ambi- 
tions are fairly modest - there will be no 
attempt to harmonise settlement systems, 
accounting standards, corporate gover- 
nance norms and takeover rules. That is 
probably sensible given that accomplish- 
ing the existing agenda will be tricky 
enough. But it does mean the benefits of 
the partnership will initially be limited to 
lower trading costs. The foil prize is much 
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bigger, seamless access by investors to 
the biggest stocks; greater ease of compar- 
ison between companies; and, as a result, 
a lower cost of capital for European indus- 
try. Of course, once Europe's top stocks 
are all trading on the same platform, 
other tricky issues like settlement may 
become tractable. That certainly must be 
the hope. 

European economy 

Just as the eurozone was climbing into 
the ring, it has taken a punch from the 
difficult world trade environment Asia, 
the US, the UK and much of central 
Europe are either slowing or expected to 
slow shortly. 

Domestic demand will be some support 
Falling unemployment as seen in yester- 
day's sixth consecutive monthly fall in 
German joblessness, will boost spending. 
So will the lift in real wages from lower 
than-expected inflation. Still, gross domes- 
tic product growth of &2 per cent in the 
first quarter across the euro-ll is likely to 
have slowed to iL5 per cent by the second 
quarter. 

This need not disturb forecasts of mid- 
teens corporate earnin gs growth this year 
and next After all, GDP growth for 1998 
should still hit 3 per cent with 1999 proba- 
bly higher still Furthermore, the arrival 
of the euro can rally intensity pressure on 
companies to press on with restructuring. 
Ironically, taking away some of the cush- 
ion of a cyclical upturn should actually 
sharpen corporate strategies. 

Meanwhile, lower inflation expectations 


will dearly exrat downward pressure on 
the level at which European short-term 
interest rates win converge in January. 
Convergence at around 3.5 per cent - 
barely above French and German rates - 
seems more probable than the 4-plus par 
cent envisaged at the start of the year, 
This mix of low interest rates and strong 
fund flows should underpin prices. But 
Anther gains after the spectacular run af 
recent months win be more difficult After 
all, most of the impact of anticipated 
lower rates is already reflected in band 
and equity prices. 

Salomon Smith Barney 

Salomon Brothers’ swaggering traders 
have been living on borrowed time since 
Sandy Weill's Travelers Group took over 
the once-renowned bond house. Mr Weill 
does not like the risks they routinely take 
and the earnings volatility this creates. 
Just seven months after buying Salomon, 
a second quarter loss has given him the 
perfect excuse to shut down US band arbi- 
trage trading - the unit at the heart of 
Salomon's swagger. 

But is Mr Weill really doing his share- 
holders a favour? There is no evidence 
that Solomon's volatility has depressed 
Travelers' rating. Its trailing price/earn- 
ings ratio Is higher than a year ago. Hie 
market seems to have blithely revalued 
Salomon’s earnings at the more generous 
Travelers multiple. This is exactly what 
happened when “volatile" Morgan Stanley 
merged with “consistent" Dean Witter. 

Arguably, then, Mr Wefll was already 
having his cake and eating it By dosing 
the unit now, he may be sacrificing vain- 
able fixture profits without getting a pay- 
off in the form of a yet higher rating. 

Travelers argues that making such arbi- 
trage profits is getting tougher. More 
likely, Salomon's culture under the Trav- 
elers umbrella niwndy shifted against 
taking the necessary bets that generate 
super profits. Key staff, such as arbitrage 
head Shlgera Myojin, had already left. 

Travelers also believes it can 
better deploy Salomon's capital ninnmna 
and into less-risky activities like conven- 
tional share and bond trading. But the 
current super-profitability of these busi- 
nesses is based on the bull market's 
exceptional volumes. It will not survive a 
downturn. 


IMF nears deal to offer 
Russia extra $10bn-$15bn 
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Europe today 

Low pressure over the eastern 
Balkans wffl bring heavy rain and 
thunders t orms to Serbia, Romania 
and the Ukraine but drier condi- 
tions will foBaw tram the Adriatic. 
The rest of eastern Europe will 
have frequent showers and wffl be 
cool. Scandinavia and the Baltic 
States wfll be unsettled with rain, 
heaviest In south-eastern Sweden, 
but the Oslo ansa should be dry 
and warm. France wffl be mostly 
dry and bright If not espsefaffy 
warm. The Iberian Peninsula and 
the rest of the Medterranean 
should remain hot raid sunny. 

Rye-day forecast 
Heavy thunderstorms over the 
Balkans win spread north-east Into 
western Russia during tomorrow 
and Friday. Rising pressure wffl 
bring drier conditions.- Western 
end northern Europe will become 
breezy as westerly winds bring rain 
and showers over the weekend. 
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The International Monetary Fund 
has reached broad agreement with 
the Russian government on the 
terms of an additional loan but said 
yesterday tough political decisions 
needed to be taken soon. 

Anatoly Chubais, Russia's chief 
financial negotiator, said he thought 
It possible to resolve all outstanding 
differences by the of the week, 
clearing the way for a support loan 
of glObn to Slfihn. 

"It la clear that a credit ia 
extremely im p orta nt far Russia but 
It ia also dear that our own actions 
are essential and that we cannot 
overcome this crisis without them. 11 
be- said, following talks with IMF 
and World Rank representatives In 
Moscow yesterday. 

His comments followed another 
tumultuous day on Russia's finan- 
cial markets during- which the rou- 
ble slipped outside its indicative 
trading >y?nri and equity and bond 
prices foil heavily. 

Yields on Russian treasury bills 
soared by as percentage paints to 113 
per cent, their highest since before 


thB 1996 presidential elections and 
way above the refinancing rate of flO 
per cent 

Russia's financial markets have 
bflp fl clamouring for the IMF to sup- 
port the government by providing a 
supplementary reserve facility to 
bolster the central bank's reserves 
and ward off the threat of a rouble 
devaluation. 

Tha central back's failure to lift 
nfwrfai interest rates In response to 
yesterday's market movement 
unnerved investors who feared a 
of policy co-ordination within 
the government 

Pavel Teplukhin, i*bipf economist 
at Troika Dialog Asset Management, 
a Russian fond management group, 
said: Hairing the refinancing rate 
would have been the normal reac- 
tion in such a situation. I do not 
understand why it did not happen." 

Investors were also unsettled by 
the decision of the two likeliest bid- 
ders for Rosneft, the last big state- 
owned oil company, to withdraw 
from the privatisation auction. The 
collapse of a rescue plan for Toko- 
bank. a troubled commercial bank, 
concerned foreign bank lenders. 


Michael Marrcse. senior emerging' 
markets economist at Chase Manhat- 
tan international, the US bank, arid 
some Russian commercial banks 
aimeared to be selling off dramatic 
government bonds, draining the cen- 
tral bank's hard currency reserves. 

-The fundamental question con- 
cerns capital outflows and the 
decline In reserves." he said. "Until 
there is a commitment from the IMF 
and G? putting up figures and a 
timetable and the government has 
better revenue numbers and a pian 
for reorganising their entire privati- 
sation programme then the market 
will remain unconvinced." 

The Moody's credit rating agency 
said the rapid deterioration in Rus- 
sia’s financial markets might mean 
tha government needed a bigger 
flnanHal package of Siam to f20ta. 

Boris Nemtsov, deputy prime min- 
ister, said the government would 
continue to crack down on tax dodg- 
ers to strengthen its revenues and 
would not default on its obligations. 

“We will pay all the ddbts, what- 
ever the cost,” he said. 

markets, Page 24 


Swapping BA-American airport 
slots ‘could take over two years’ 


By HfcfttoiSkaphker, 


London's Heathrow airport has told 
regulatory authorities on both aides 
of the Atlantic it will need at least 
two years to transfer takeoff and 
landing slots given up by British 
Airways and American Airlines in 
return for the approval of their 
planned affiance. 

Karel Van Miert, the European 
Union competition commissioner, 
will today set out his proposed 
conditions for approving the long- 
dalayed BA-American link-up, which 
will create one of the world's mast 
powerful aviation alliances. 

Mr Van Miert is expected to rec- 
ommend that the two ririhies reUn- 
qidsb 220 weekly Heathrow slots and 
a further 40 to 50 at London's Gat- 
wick airport 

Mr Van Miert is likely to 
announce that the slots should be 
given to competing airlines immedi- 
ately, although he recognises that 
Heathrow will need time to make 
the necessary arrangements. BA and 


American have said they want the 
slot transfer to take place over sev- 
eral years - a demand rejected by 
Mr Van Miert 

However. BAA. which owns 
Heathrow, has crane down on the 
ride of the two airlines. “It will be 
extremely difficult tt not Impossible, 
to resolve the issue in one big bang," 
Richard Everitt, BAA’s strategy 
director, said yesterday. 

In submissions tO the fnimnlmilnn 

the UK department of trade and 
industry and the US department of 
transportation, BAA said ft would 
need six »nnnth« to begin transfer- 
ring the slots from BA and American 
to other airlines. It told the authori- 
ties that to transfer all the slots 
would take two years and possibly 
longer. 

The DTI is the European body 
empowered to make the final deci- 
sion on the alliance, based an the 
commission's advice. The US trans- 
portation department will give its 
verdict on the planned alliance in 
the autumn. 

Mr Everitt said the main reason 


for the delay was that BA was Ukely 
to give up riots currently used for its 
UK domestic flights. 

The US carriers taking the slots 
over would use them for transatlan- 
tic services, which required larger 
aircraft. Heathrow would need time 
to build stands at its terminal build- 
ings capable of accommodating 
larger aircraft 

While all the stands at Heathrow^ 
Terminal Four could handle large 
jets, many of those at the older Ter 
minai One could not 

Mr Everitt said Heathrow would 
also need additional facilities inside 
the terminals to deal with transat- 
lantic flights- These included busi- 
ness class lounges and more 
check-in desks to handle tha 
increased number of passengers. 

A forther difficulty was that trans- 
atlantic flights tended to land in tha 
early morning, while UK domestic 
flights were more evenly spread 
through the day. Aircraft carrying 
transatlantic passengers also spent 
longer on the ground than those - 
used for domestic services. 
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Fears grow direr Russian default 

Concerns are growing over the posstttffty of 
Russia defaulting on Ks local short term debts. 
Moody’s Investors service predicted that Moscow 
would need more inter na ti ona l Monetary Fund-help 
than previously thought to prop up its finances. 
Investor sentiment has soured after weeks of tur- 
bulence on Russian markets and the absence of a 
long-awaited IMF package:. Page 24 

Bolivian mining loses its shine 

Three years ago, North American mining groups 
were talking up the chances of significant gold '• 
strikes on Bolivia's eastern border with Brazil. 
However, the feD In world minerals ^prices, the 
Asian financial crisis and the cfifficulties. of securing 
risk capital for exploration have led companies 
already operating in Bolivia to dig In, and new 
investors to concentrate on soUd, rather than 
speculative prospects. Page 26 

European airline stocks fly high 

Airline stocks took off across Europe on a day that 
brought another succession of record highs to the 
bourses. Better than expected traffic growth end 
encouraging nows on cost reduction programmes 
tee boosting the European airline sector. Asian 
traffic weakness is being offeet by European and 
North American economic strength, according to 
Salomon Smith Barney. Page 36 

Cloud that has a golden lining . . 

•• ^ .... Investors h South Afri- 

: ^iW^,3WS ^ ns ^ d . sha ^ sha y Q 

vttOO 


taken the rand's col- 
lapse against the doUar- 
as the signal for a fren- ; 
zled buying spree. In the 
six tracing days to Mon- 
day, the gold index 
soared 43 par cent to a 
12 -month high of 
1,152.7. Among ana- 
lysts, who have been 
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busily upgrading aarnr 
)ngs forecasts for the sector, ^ ^ there is a beftef that 
the gold Index could reach 1 J500 if the rand 
remains under presswe. Page 36 ’ 

Thais ban inland shrimp fanning 

Thailand imposed a total ban oil Inland shrimp 
farming, the fastest Rowing sector of the coun- 
try’s large aquactiture Industry, to attempt to 
protect the country’s most fertile rice-bowing 
region. Rice farmers say waste water from the 
farms is lowering yields and that leakage from the 
saltwater shrimp ponds threatens to salinatB their 
paddy fields. Page 26 

RBC and Koch in strategic alliance 

Royal Barik of Canada and Kbch Industries are to 
form a strategic aBance to markat thefr Bnergy- 
related liacBig and derivatives products. Page 24 . 

Pound ^dips again before bank vote 

The pound slid ajtlie fiirthar against the EHterk,- 
on the beck of the markets' growing belief that the 
Bank of Engtarx! \rtl probaWy not raise Interest 
rates tomorrow. Page 25 
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United Video targets Gemstar 


Bjr Christopher Parkes 
In Los Angeles 

-Gemstar, six - Innovative 
television technology com- 
pany, has been targeted for 
tak e over by John Malone and 
Rupert Murdoch, two of the US 
media industry’s most aggres- 
sive deaimakers. 

United Video Technology 
Group, the TV listings group 
controlled by Mr Malone, 
offered ff ^ in naah in a hos- 
tile bid made public at the 
weekend. It wants control of 
Gemstar’s p ro gramme bfitfriF i 
interactive TV and easy-tmise 

wnawttp rBC OrfB T p mgr awmtng 


Hostile bidder 40% owned by Murdoch’s News Corp 


Victory would- provide 
United with technologies con- 


sidered key to the development 
of tiraiy interactive TV, which 
would ultimately allow cable 
customers - the vast majority 
qT US. viewers - to shop, bank, 
order fast food, watch pay-per- 
view films and programme 
their VCRs with their remote 
controls. ' . 

The offer, representing a 16 
per cent premium over Gem- 
star’s dosing price last Friday, 
had. been met with “express 
opposition" when it was first 
mute in VTnif-v United said. 

If a series, of pending merg- 
ers is completed, victory for 
United Video would add Gan- 
star to the collection of in- 


home consumer service assets 
being bundled together In th e 
planned acquisition of Tele- 
communications Inc, Mr 
Malone’s vast cable and enter- 
tainment empire, by telecoms 
group, AT&T. 

Mr Murdoch’s News Corpo- 
ration. a partner in several 
ve n t u res with TCL tightened 
its links forther last month 
with a pftwi dea l to yp pr g ft Its 
TV Guide wiagaThm — circula- 
tion 13m - and other pro- 
gramme listing assets into 
United Video. That. will leave 
News Corp with a 40 per cent 
stake in United Video. Mr Mur- 
doch is known to he eager to 


apply the data on consumer 
viewing patterns that will 
become available as interactiv- 
ity progresses: to enhance the 
appeal of his Fox broadcast 
and cable television pro- 
grammes with advertisers. 

As two-way cable systems 
become more common, interac- 
tive television is expected to 
give programme providers an 
unprecedentedly clear view 
into the US living room. 

Yesterday’s bid marked a 
further high-point in the 
fraught relationship between 
Gemstar and United, which 
recently called off a Joint. ven- 
ture in interactive TV which 


would have ended a clash over 
patent rights. 

According to United, the 
fight over technology that 
would enable a cable user’s 
set-top box to turn on had stal- 
led most of its plans for inter- 
active services. 

Gary Howard, chairman of 
United, said he believed 
Thomas Lau, Gemstar’s chair- 
man and biggest shareholder 
with an estimated 24 per cent 
stake, would support the take- 
over. He also said that Viacom, 
the entertainment group with 
a € per cent holding; would 
agree If the bid were to be 
voted oxi at a shareholders’ 
meeting. 
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Virgin Express plans move to Ireland 

Labour costs prompt airline to shift HQ from Belgium 


By Jonathan Font 


Virgin Express, the 
Brussels-based Low-cost airline, 
plans to move to Ireland to 
escape Belgium’s high labcrur 
costs and what it regards as 
excessive government and 
union interference. 

Belgium’s second biggest air- 
line te applying for an Irish afr 
operators’ certificate. This 
would allow it to transfer its 
headquarters and employment 
contracts to Ireland, whfle. con- 


tinuing to fly most of its sched- 
uled services not of Brussels. 

Virgin Express is not the 
rally Belgian airline seeking to 
avoid the country’s high social 
charges tows ikn coun- 
try’s largest carrier, Sahena, 
recently warned it was consid- 
ering moving Its pilots’ 
employment contracts to 
Switzerland. 

Virgin Express, 51 per cent 


owned by Richard Branson’s 
Virgin Group, believes the 
move will substantially cut 
costs. Social charges in Bel- 
gium represent 37 per cent of 
employees’ salaries, compared 
with about 9 per cent in 
Ireland. 

Sal canon Smith Barney, the 
US investment h*wfc~ , the 
move could Hu> air- 

line's earnings per share by 


between SO and 40 per cent by 
2000. This would help Virgin 
Express compete with low-cost 
competitors such as EasyJet, 
registered In the UK, and 
Ryanair, registered In the Irish 
Republic. 

Virgin Express is understood 
to have chosen Ireland as tts 
base both for operational 
reasons and because of propos- 
als that could reduce Irish cor- 
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porate tax to just 12ft per cent 
in 2000. 

The airline is taking advan- 
tage of last year’s liberalisa- 
tion of the European aviation 
market which allows airlines 
to compete freely on routes 
between European cities if 
they are headquartered in the 
European Union. Previously, 
the right to fly such routes 
was governed by bilateral freer 
ties between countries. 

Virgin Express, which was 
listed on the Brussels stock 
exchange and on Nasdaq in 
the US last year, has operated 
from Brussels since acquiring 
Euro -Belgian airlines, a char- 
ter operator, in 1996. 

It flips scheduled and char ter 
services in continental Europe 
and operates between London 
and Brussels under an agree- 
ment with Rnhpna. 

Virgin Express has started 
the application procedure and 
expects to receive its Irish 
operators’ licence in Novem- 
ber, after which it would be 
free to relocate. 
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return of ‘Marcos crony’ 


By Juatin Haronl la —ill 


The election of Eduardo 
Cojnangco, former business 
associate of Ferdinand Martx«, 
the late president of the Philip- 
pines, as chairman and chief 
executive of San Miguel yester- 
day pushed shares In the food 
and beer group down 7 per 
cent. 

The return to. power and 
influence after an absence of 
12 years of Mr Cqfuangco, who 
is widely regarded as a “Mar: 
cos crony", comes only one 
week into the administration 


of President Joseph Estrada, a 

Marcos sympathiser, 

Mr Cojnangco, who. fled the 
Philippines with Mr Marcos 
after the 1986 People Power 
revolution, is a dose friend of 
Mr Estrada and was his key 
financial hacker during the 
recent election campaign. 
Investors and the local media 
condemned the management 
change, describing it as a 
repayment for political loyalty. 

am disgusted,” said one 
local broker. “The message 
from Mr Cojnangco obviously 
is Tm in control’." Mr Estrada 


played down the change at San 
Mignel and denied involve- 
ment “I have nothing to do 
with that ! don't know what is 
happening there,” he said. 

Analysts said it was too 
early to determine the impact 
of Mr Cojuangco’s return to 
the helm. There have been 
indications the new manage- 
ment will take steps to scale 
hack the group's JassmaMng 
international operations, 
attempt to reduce indebted- 
ness and concentrate on agri- 
businesses. San Miguel, which 
has been by the Aidam 


crisis, reported first-quarter 
group profits down 91 per cent 
to 103m pesos. 

Mr Cojnangco was chairman 
of San Mignel from 1982 to 
1986. He was effectively 
removed by the Corazon 
Aquino administration, which 
sequestered 48 per cent of the 
group’s shares on the grounds 
they had been fraudulently 
acquired. Mr Cojnangco has 
been disputing this move In 
the courts, which have yet to 
rule decisively on the case. 
The Presidential Commission 


on Good Government estab- 
lished in 1986 to recover assets 
illegally acquired during the 
Marcos regime, has been 
unable to prove any wrong- 
doing by Mr Cojnangco. 

Rachel Regala, analyst at 
Indosuea WX Carr, said the 
government was more likely to 
settle the share ownership dis- 
pute entirely in Mr Cojn- 
angco’s favour rather than 
come to a settlement. If 
approved, at yesterday’s share 
price, that would value his 48 
per cent stake at |L25bn. 


Holzmann 
expecting 
return to 
black after 
restructure 
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In Frankfurt 
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A lab test on cash flows 


Whether you call it the Wall of 
Money, the Cash 'Mmintairi or 
the liquidity Snpercyde. the 
prospect of a tidal wave of 
«H»y»gy riftmanri for equities is 
irresistible to bulls. Richard 
Davidson of Morgan Stanley 
Dean Witter in London has -set 
out' some dazzling numbers for 
Europe over the next dozen 
years. 

However, Joe Rooney, global 
strategist of Lehman Brothers, 

is throat Pfrrhrg fo Spoil tha f lip. 

He questions the idea that the 
emergence of ftiwH pensions 
in Europe, will drive stock mar- 
kets inexorably higher. He 
points to the “laboratory 
experiment” of the UK where 
huge growth of pension funds 
in 20 years from the mid-1960s 
had no statistical correlation 
with the real price level of OK 
equities. 

Mr Davidson, though, comes 
up with the figure 313, OQQbn as 
the aggregate net inflow to 
European equity markets by 
2010. Tension fond flows repre- 
sent a large slice, bid mutual 
foods will actually be slightly 
more important. 

Net annual ..demand .for 
European equity will rise 
from I998's~ near-$500bn to 
more Uke S8S0tm in 2010 on 
base-case .assumptions. An 
optimistic scenario indicates 
still greater Inflows of 
H7,OQOta- . 

For 1996 the calculations 
show, domestic - flows into 
European equities of f4i6bn to. 
which is added flows from the 
corporate sector - dividends. 


cash bids and buy-backs - of 
$165tm, and international 
demand of S41bn. This gives 
gross demand of |622bn 
against which expected sup ply 
of new equity is only H29bn. 
Net demand of $493bn would 
represent 10 per crail of market 
capitalisa t ion. 

But this is a very incom p lete 
picture. Demand and supply 
must balance in practice. 
Prices must rise to a level at 
which, to the necessary . 

degree, demand is ^bnitwi off 
and supply is stimulated. 

Where would the supply 
come from? Stock market capi- 
talisation in countries Uke 
Germany, France and Italy is 
still only abcnxi 50 per cent of 
GDP bn average compared 
with well over 100 per cent in 
the UK and the US. Ex t en si ve 
swathes of industry remain 
private. Large stakes are 
owned by banks and govern- 
ments or cross-held by other 
corporates.' all' of which could 
be unwound at high enough 
prices.; 

Even. so. most of the proj- 
ected, 313£00hn of investment 
could siuely never happen. 
The “liquidity s u percy c le** con- 
cept essentially appears to be 
designed to justify high valua- 
tions. 

Precedents the "cash 

mountain" bnflt by UK pen- 
sion hinds in the early 1980s 
and the Japanese “wall of 
money" that was going to send 
stratospheric stock-markets 
even higher in mid-1387. 

Certainly, value b aa disap- 


peared in Europe. Mr Davidson 
calculates a trailing price/eam- 
ings ratio of 25 against a 10- 
year average of 17. Morgan 
Stanley’s own fundamental 
model suggests the Europe 
index is 32 per emit overpriced. 
Now, however, Mr Davidson 
comes up with the notion of a 
“liquidity premium’*. On this 
basis markets are only 2 per 
cent too high on the central 
assumptions. And an the opti- 
mistic projections fair value - 
wait for it - would be 50 per 
n»nt higher. 

But Mr Rooney sees it differ- 
ently. UK pension fund hold- 
ings of domestic equities rose 
from £2bn to £262bn between 
1963 and 1997. Inflows peaked 
at &J 2 per cent of UK market 
capitalisation in 1964. But in 
the years leading to this peak 
the stock market’s level actu- 
ally fell in real terms. As for 
the late 1990s, pension fund 
flows have turned negative yet 
share prices have risen 
strongly. 

Over this period UK share 
prices showed moderate to 
high correlation with funda- 
mentals such as growth, divi- 
dend yield and bond yields. 
There was no correlation with 
pension f und flows. In the end 
only thg ftmrtimiMitfllii matter, 
says Rooney. 

So we really need an earn- 
ings mountain - and in Conti- 
nental Europe, fortunately, at 

least for the time befog, with 
warning s per share ■ rising by 
some 20 per cent this year, we 
have one. 


Philipp Holzmann, the German 
construction group, said 
yesterday that it was on the 
way to restoring profitability 
after one of the most dramatic 
restructurings in the country’s 
corporate history. 

Heinrich Binder, the chief 
executive brought in last year 
by Deutsche Bank to end years 
of losses, said the first phase of 
restructuring was close to 
completion. 

Non-performing businesses 
had been sold, measures had 
been introduced to vet the 
prospects of new orders, activi- 
ties in Asia and France had 
been scaled hack and jobs had 
been cut by 25 per cent. 

Mr Binder said the group 
now expected to wiato a amaii 
profit this year, in spite of the 
poor state of the German 
construction sector which led 
to Holzmann’s original woes. 

Its share price reached a low 
point in early 1997 of DM369 
(3205), hut rebounded to DM615 
after Mr Binder’s appointment 
was announced as investors 
anticipated a turnaround. The 
shares subsequently fail bade 
in tha wake of the Aslan crisis. 

Mr Binder’s reforms have 
helped stimulate another 
recovery, atthmg h the shares 
closed yesterday at DM425, 
down DM10 from Monday's 
close, reflecting continued 
worries about the sector and 
the company. 

Mr Binder, who was credited 
with turning round KniNnwh- 
midt, the car components 
maker, said about 30 new “pro- 
gramme measures** had been 
introduced to establish greater 
control over projects. He said 
Holzmann was aim moving to 
replace geographical divisions 
with global competence cen- 
tres in which expertise from 
across the group would be 
collected. 

One executive described 
changes at the group as a s hift 
from the engineering-led 
outlook of the previous man- 
agement. 

Mr Binder said the group's 
project development business, 
cue of the weakest areas In the 
past, would be restricted and 
new projects undertaken only 
if they were oranplatdy finan- 
cially secure. “We cannot 
afford losses in this area," he 
said. “It is also a matter of 
credibility.” 
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FUND MANAGEMENT NIPPON LIFE IS ONE OF SEVERAL INSURERS REPORTED TO HAVE SOLD STAKES TO BOOST PERFORM ANCE 

Japan life companies sell bank shares 


ByGfflan Tett la Tokyo 

Japan’s life assurance 
companies have started to 
sen some of the shares they 
bold in banks in an attempt 
to raise their investment per- 
formance. Although the 
sales have been very small 
to date, they indicate bow 
competitive pressures are 
undermining traditional cor- 
porate loyalties in Japan. 

Companies such as Dai- 
Ichi Mutual and Meiji 
Mutual have recently sold 
stakes in groups such as 
Bank of Tokyo Mitsubishi, 
Sumitomo and Industrial 
Bank of Japan. If the sales 
accelerate, they could fur- 
ther weaken banks* share 


prices. Some bank officials 
suggested that last month’s 
collapse in the share price of 
Long-Term Credit Bank was 
partly triggered by LTCB’s 
traditional allies selling 
their shares. 

The issue of share sales is 
sensitive in Japan, as the 
country's banks have tradi- 
tionally had large cross- 
shareholdings with related 
companies to cement rela- 
tions. Although hanks could 
not hold shares In life assur- 
ers, as these are not listed, 
the sector held 1&8 per cent 
of all bank stocks in 1996. 

In recent years, some of 
these cross-shareholdings 
have started to unwind, but 
companies have been keen 


to conceal share sales, fear- 
ing fierce criticism. How- 
ever, according to bank 
shareholder lists, several 
large life assurers, including 
Nippon life, DaHchl Mutual 
and Met# Mutual, started to 
sell shares in 1997. This fol- 
lowed an apparent Increase 
in their holdings of bank 
shares in the previous year. 

Nippon Life - one of the 
largest shareholders in sev- 
eral big banks, including 
Sumitomo. Sanwa and Bank 
of Tokyo Mitsubishi - yes- 
terday refused to c omm ent 
on reports that it had sold 
34m shares in nhv» banks. 

However, Meiji admitted it 
had sold 3 -25m shares In 
Toted bank and 42Sm shares 


in Industrial Bank of Japan. 
Dai-Ichi said it had sold 
8.28m shares in Bank of 
Tokyo Mitsubishi, 1.98m 
shares in Sumitomo Bank, 
3m shares in Safcura, 1m 
shares in Long-Term Credit 
Bank and 80400 in Sanwa. 

The companies refused to 
comment publicly on the 
sales, but (Yfflraain indicated 
they had been made to boost 
the returns on investments. 
Returns have plunged in 
recent years, partly because 
of the equity market falls. In 
1997, for example, the gap 
between investment returns 
and guaranteed pay-outs 
reached a record Y 1,200 bn 
for the eight Largest life, 
assurance groups. / 




The life companies refused 

to indicate if share sales ;• ‘ 

would accelerate this year. : 

The sector has recently S&jgLzziz. ,i.- V Xa * 

become more reluctant to 

help bail out banka, and -VTWL. " “ 

some companies, such as 

Nippon Life, now refuse to l 

extend subordinated loans to ?,-??' i 

the hflTiMng industry. Same ^ \ JL 

Japanese banks fear sales by ■-*; L In 

life groups are bigger than Tnf - W 

pabZidy acknowledged. |w 

However, some analysts 1 

suspect that such share sales 

will be restricted initially to :£■ 

-minor" allies, rather than r’aC ■ 

key corporate partners. Pd- 

ham Smithers, analyst at 

ING Barings, said: “What we togs ... life assurance 
are seeing is sales beneath pawing are not selling 
the level of core bold- holdings yet" 


togs... life assurance c 


KLM agrees Nissan Diesel considers lay-offs 

'1_ ^ _’1_ /I ^ 1 By Ataxandra Hanejr tore in Japan and elsewhere Economists said the truck- that they are to desperat 

1 V^anlf ym I* §4^ I In Tokyo In Asia. The company last making industry’s decision enough straits to fir 

vear reported a Yl.ahn to out for lav-offe mieht indi- DeoDle." said Fuvuki Puii 


By Gordon Crarab in Aatsterdam 

Shares in KLM jumped 64 
per cent yesterday after the 
Dutch Dag carrier agreed a 
buy-back wortb some 
FI 765m ($375m) for the 
remaining 12 per cent of its 
ordinary equity owned by 
the government 
The deal was welcomed in 
the market as an efficient 
way of using surplus cash 
accumulated through the 
recent unwinding of HUM'S 
equity links with Northwest 
Airlines, its US partner. 
Though expected, its riming 
was a surprise, as the 
Netherlands has only a care- 
taker administration follow- 
ing a general election two 
months ago. 

The total amount to be 
paid by the airline is expec- 
ted to exceed FI lbn. as a 
result of a related agreement 
with its flight personnel pen- 
sion fund to repurchase a 
class of participation certifi- 
cates. 

The transactions are to be 
completed next month, with 
final prices based on the 
weighted average of KLM 
shares on the Amsterdam 
stock exchange between 
August 6 and LL Any of the 
three parties may choose not 
to proceed if that average 
emerges higher than FI 9L89 


or below F176.1L Yesterday, 
the shares added FI 540 to 
close at FI 91.40 alter touch 
ing FI 92.50. 

Earnings per share for the 
finamriai year which ended 
in March would have risen 
by a pro-forma 15 per cent, 
the company said, based on 
the reduction to 60.67m of 
the number of shares in 
issue. 

KLM was advised by Hem- 
pen Sc Co, a Dutch merchant 
bank which has developed a 
specialty in share buy-hecks, 
as well as by Mees Pierson, 
part of the Belgo-Dutch For- 
ds group. Advising the 
Dutch state was Credit Sui- 
sse First Boston. 

Other elements In the 
transaction include the 
transfer of more than 11 per 
cent of voting rights in KLM 
to a recently created Foun- 
dation for Dutch Aviation 
Interests. It will be granted a 
new C class of preference 
shares, comprising those 
converted from the govern- 
ment's existing holding in 
the ordinary stock as well as 
a smaller new issue. 

This maintains KLM’s 
defences against a hostile 
takeover. The Hague also 
retains some armoury in this 
through a holding of priority 
shares and an A class of 
preferred stock. 


By Alexandra Harney 
in Tokyo 

Nissan Diesel yesterday 
became the second Japanese 
truckmaker within a week to 
announce it was considering 
temporary lay-offs. 

The announcement, which 
did not specify the number 
of employees involved, sug- 
gests Japanese car and 
truckmakers may be moving 
towards staff enta similar to 
those implemented at US 

and European rrunjiarrip^ 

Last week Hino Motors 
said it would cut costs by 
temporarily laying off up to 
200 work e rs at reduced pay. 

Nissan Diesel has been bit 
by a sharp downturn In 
demand from the construc- 
tion and manufacturing sec- 


tors in Japan and elsewhere 
in Asia. The company last 
year reported a Yl.Sbn 
($94m) loss compared with 
warnings of Y3.4bn the previ- 
ous year. Sales fell 12 per 
cent to Y298-7bn. 

In the first six months of 
this year, sales across the 
industry were down 384 per 
cent. Demand, which is 
expected to fell below 100,000 
units this year, is at its low- 
est in 20 years, according to 
Salomon Brothers in Tokyo. 

Lay-offs, common in the 
US and Europe, are rare in 
Japan. Japanese industries 
such as steel, paper and 
pulp, and the securities sec- 
tor usually lower employee 
levels through accelerated 
retirement plans and freezes 
on hiring. 


Economists said the truck- 
making industry’s decision 
to opt for lay-offe might indi- 
cate a healthy transition in 
Japan's corporate culture. 

Richard Jerram, economist 
at ING Barings, said: "These 
companies are starting to 
realise that unless they can 
cut costs then their survival 
is threatened, and that has 
not been the case In the 
past It has always been an 
issue of how long until 
demand recovers, but that is 
not the case any more. From 
a longer-term perspective, 
the economy seems to be 
moving toward a more effi- 
cient use of resources." 

However, Industry ana- 
lysts were less optimistic. 
"We're looking at a situation 
where companies do not feel 


that they are in desperate 
enough straits to fire 
people," said Fuyuki Fuji- 
wara, motor analyst at Salo- 
mon Brothers. 

Nissan Diesel has recently 
been at the centre of negoti- 
ations between Nissan 
Motor, which awns 394 per 
cent, and DaimlerChrysIer, 
the recently merged automo- 
tive group. Nissan, which 
reported net losses of Yl4fan 
last year, is said to be seek- 
ing ways to dispose of 
unprofitable businesses. 

• Shares in tho truckmaker 
soared yesterday on specula- 
tion that it would supply 
direct-injected diesel engines 
to DaimlerChrysIer. They 
closed op 27.4 per cent, or 
Y80, at Y372. The company 
denied the reports. 


Pro Sieben to link with rival 


By Frederick SSkismaan 
in Frankhrt 

Pro Sieben. the German 
media company, is to link 
with rival RTL, a subsidiary 
of CLT-Ufe, In a joint ven- 
ture in Switzerland. 

The venture, called Fem- 
seh-AG Schweiz, will ini- 
tially broadcast two boors of 
local news and general inter- 
est programming a day. 

Georg Kofler, Pro Sieben 
chief executive, the net- 


work would have an annual 
budget of DM2Sm (314m) and 
that he expected it to turn a 
profit w ithin three years. 

Pro Sieben and RTL wffl 
each take 25 per stak*^ 
in fop venture. An unnamwi 
Swiss partner will take a fur- 
ther 25 per cent. 

A 5 per cent stake will be 
reserved for management 
and employees while 20 per 
cent will be held aside for a 
stock market flotation in" 
three years. 


The announcement came 
as Pro Sieben, which last 
year made an initial public 
offering of non-voting 
shares, told its first annual 
general meeting it expected 
to produce a 30 per cart rise 
in first half pre-tax eaniings 
on 5 per cent growth in 
sales. 

In 1997 the company had 
first-half earnings of. 
DM 123m and- sales of 
DM934m. 

• Metro, the German 


retailing group, said 
yesterday it had agreed 
to sell its co mpu ter retailing 
division to CHS electronics 
of the US for DMl-2bn 
in cash and assumed 
debt. 

The sale, which is pert of a 
portfolio pruning by Metro, 
involves the brand name 
- subsidiaries Vobis. Maxdata 
and Peacock, which had 
combined sales _last year of 
DM3.8bn . an<T ' operating 
profits of DMS74m. 


NEWS DIGEST 


ASS ET MANAGEMENT . 

Bank of New York agrees 

to buy Coutts division 

Bank of New York has agreed to buy . 

institutional custody and 

Coutts & Co, toe National Westminster Bank sub wowy. 

The business holds more than 
cusfcxfian, depository or tiiistse on behalf of tostrtutionai 
Clients. This Is a droplet In the 

BoNY has under custody world-wide, inckx3ng^40^hr its 
"global* business outside toe US, managed from Brussels. 

BoNY, one of the toplhree In global custody along with 
Citicorp raid Chase Manhattan, has added to ns assets uider 
custody with a string of acquisitions in recent years. 

The sale does not Incfode an offshore custody b usiness , 
which Coutts said was under review. The bank wifl continue 
to provide custody services for private clients. 

Clive Gande, BoNY managing cfiractor. said it was not inter- 
ested In adding to its offehora business, 
day Harris, Banking Correspondent 

MALAYSIA 


Petronas lifts sales by 21% 

petronas, Malaysia's state-owned ofl company, lifted sates by 
214 per cent last year to RM35bn ($8.4bri). in spite of difficult 
market conditions wising from toe economic turmoil in the 
region. Mohd Hassan Men can, chief executive, said group 
profit before tax rose 27.7 per cent to RM15.8bn while profit 
after tax was RM944bn. 3 per cent higher than toe previous 
year. 

Mr Merican said sales of crude oil rose 28.7 per cent from 
148.6m barrels to 1924m barrels in 1998: however, sales of 
refined petroleum do cfined to 89.93m barrels from 9447m 
barrels, because of the flagging economy. 

Mr Merican said exports of oude o8 ware the “corner- 
stone” of Petronas's group revenue, amounting to RM244bn 
against RM19.8bn In 1997. 

Asif Nuda, Kuala Lumpur 

MOTOR CYCLES 

Suzuki to recall 40,000 units 

Suzuki Motors, the world's third largest motorcycle manufac- 
turer, is to recall more than 40,000 motor bikes from Japan, 
the US, and Europe beca u se of a defect in the fuel tank. 

The recall of the TL100S and GSX-R750 models built 
between 1995 and 1997, is in response to customer com- 
pimnts, the company sad. A glitch in construction of a gestalt 
allowed a potentiaBy dangerous fuel leakage that prompted 
the comptalnts, the company said. Alexandra Harney, Tokyo 

CORRECTION 


Viohalco 

An article in yester d ay's FT referred to the possibility of Vi o- 
halco entering the FTSE/ASE 20 index in September. FTSE 
' International points out that the con aal ttee.whlch oversees 
this index has yet to decide on arfy Septem b er constituent 
changes. 


NOTICE OF-AN ADJOURNED MEETING OF THE HOLDERS OF BONDS 

LISTED BELOW 


VJnet IS HERFJIY UVE> itk., u g}»mad .V>r or ihr bakin' <* Bomb fiautl brim- 
til* < n A l J il»- i*i»ii hwt bird bi fa, {ihr h i , m l ntniiiMal by I hr rrbtani inn dwil 
Wrf (ihr Tramt Drrtf) hr WU ■ far iba-> n om Mn (LoiIm Itmr) mm 3> Jab 
IW.mlrVhr.rfVhipiibMiTnnCbafanrfV* (aLKIBn (at. &0 VWiorbi 
bglmifeanm. I ■■> l n n tli»\ OB* hr ihr |iuy of conwtelnp wL if i fc uife fe i III. pgtgq: the 
MimuirFjuwtlbin 

EXTRAORDINARY RESOLUTION 

TIUT *r hrUrr. rf ihr Bmbnf ihr K-wr raMMHlfd by far Tim Dcgl and ggir ban 
(hr h ip r r and J P. Mai ne Tnairr Lid (ihr Frimy Ttumrr). fcrrrby rahr. MVnrinp ihr 
ra ra p h i ta r nf ihr *a|p bm rt»- r,l,thig Tnwr of in Ctubal Trim and Apon Smkn kdoM 
nfillML V.V. m iffiwr ihr ^puMawi id CJdnop T ra m CcMpnor I i w b ril am r m i r . 
of <h> him. mwoiKil b, ihr Tum Drrd la phar nT ihr Kniiiap Tiuarr ad Inrr ta mul»io{>i 
nd dnri rarh of ihr Nurr naJ ibr Lining Tmor oa nrtar. |,rrfanii aari noinrb of mmb 
drd, kwoMi nd an. a, mar br miHurt ly Jo la b- artramrf «r npnSca I tor mr 
Iwhliiwl Id ihr aiyl-nniiniilna el ihr. rraduian. 

Kadi oJp,in »il Mmnm h roow w d b* ihr Fiblhln Trorr. 


• no Ofiamja am ib mrrke 


TV ^mn ir q abrd (or rorh a d jon rnr i l M rr dm a on obi ia finni h 2 of onf 

(Wwlrkn. 

fa mnrmnkan »loh b, mmI pnmtr ohr Ewdn; Ti iib i i rtfwomr. no iffan or ifa- mretn 
of ib» poryiard a r m ya i m 

BACKGROUND 

fa irfam id ihr Brad, bard briar, tbr Emiiof Trial or hu -nm naorr or dr bow et ifau 
fa* roT fa inonnlM m n-ipi * Inatrr Mtdrr ibr Tran Dord raaalnba)i ibro l«aTVlorr 
nn appadn • ora tnnorr abb ihr prior opfiranl In E u i arJa orn Roai fartua id dir brl h n «l 
■fan hoar nf ihr ftak 

VOTINC AND QUORUM 

I. fa itfaifaa hi ibr fa^aanrd Umnp ramrrtf in ifao Naohr; 

(l) ■ B iwi ll i u l iV r rld mj r m alirad nod mor n tbr BU n ri crrd Mrrrtrri hi | wi b mra 


plDlfarr a ibr a l^ r n a d Vhnnp rilfar ha Baada. a aU na« rr uUh — or nld 
noim crnlOraa. awrd fa a Pa>fa* irlartvr m ihr Bc«d['L fa lafan idahMi 

hr >bhrr w iwr 

lii) i Hn r rihn hlrr r llh fan ro anrgd md nrr m iV arf)paraTd Mrrofay im p rrr 

rafar drftrrr fan Bom*,) or n«bf rmi ftw ji) la dr proa rrbaa far nda* DO 
■nod on kb IrfalT or «J,r ■ uninp aom nfc ai (an ■ mug lanirninq him 
lAafaaMr faaa ihr oprrfllrd a(tn<>) el iW irtnrai PrjOnp r ( r« K (*) ipredVcd brim) 
Mrartfap ■ i*mn Pryiaf Apm ^vd&rd brfc» n npfiafaa ■ prorr Ion trod aad 
vor n ibr Mm if fa ar o rrf—r, mb fab Imrarffana 
(S|) B-nrffo) » l» ihr oMbfanaa of ibr i rb i rn l frvia* Apia) br brid in lb auto or 
Uldrr ft, nmol IT br Mobil hr a ih yiaB U t h akv pl fbr aarfaib|Bparof 
aofaip mfapmo&niMrrjamv mfa* fanouiua ai npa uf ibr 
Mmfaf. Bank « hdd will ou br nfard um3 iV iqi l i ■ of ibr nodoM of ibr 
o O jmor i Mr-tiof am} tbr merrmAr mt *r oofaf rmlDrmri.} mr. oat km &ea -ti 
hmro brferr ihr dor far nhfcb dr ndjoina d .Mrnlai; a unw in d, ibr mua* 
1 1 1 i hr, mripifr) aaard la rropm danl 

t fa Iffatfan a ihr m^mrvnt Wr i i ny rmun r d far ifa Wr. ihr qomo r^ard m dv 
adjoarw-d Mi i luf lor dr p i rn inf of ihr inndooi Btoofaiowi (ihr fhaohufan) n am 
dor in nr or mr pmwa pmrn fanfafa y mfap cmiCcawo or bnOR pia**% or 
i rpi ro a i oii i i i oad boiJo)i«w rrymror ui i Bouh n u. irnrlf . 

AVAILABILITY Of DOCUMENTS 

fa ndotfaa or ihr BtaMh lbml farfaia. ifa> Tm Ofad mriaafap due hrar rtnafa, frarfofaa 

irfadwp to mlip ood cnplr, of dr Tran Drrd f br lu y u r d oi. »d mfaB c-rufieoon oad 
uhrr doeana, rrJmrd mifaorv mo, hr ofaoinrd hr BaiAniihn fmn. dr iprrtOrd 
nf ifar Iidn onl flodnfi .tfaoftj (dvra Mot. 

PRINCIPAL PAYING AGENT 
WIMMMN CL.ULWTY mSTIXIVPUVI OF VET YORK. 


NOTICE OF A MEETING OF THE HOLDERS OF EACH ISSUE OF NOTES 

LISTED BELOW 


NOTICE E ItEBEHY CIVEN ihu oo o^oanad Morbaf of Ihr baton aT a* nor (ibebur) 
of V oo r, hod bdofa (ibr .Voi) of ihr nil n w boom IM fafar (ibr fawi) nnrimid b, 
ibr nlnm non drrd load brio* (dw Tiwfa ifaed) win br hold m ihr Ifam mi oo> fafar 
[l ud o n thar)oo 2flfac l«.r ibrWficr«id'far)moCanaaTTro«(dmpoo\ of Nr» To*, 
roam raj, eg jiao, fabn o m , Umda, any air fir far moi of mq sldhdfai mi 


EXTRAORDCVABY RESOLUTION 

THAT ibr fwfarr, of ifa Vain «f (far Imaer. nwxaianf fa ifar Tufa Orrd oad mdr fatma 
dr boar oad Msqan CmmTrnl Cmfoar afV* Yarh (dm Erduff Tnutrr). harbr 
raoho. Ufab( do nofiaiio of dbr oofa b, ifa- E o i o ri n Timor of M GloM Tim oad 
Am*? Smtrr, fan fa n , m> C wfc o nli .VA. fa ^m nr ihr l ^ i hamm; rf Udarp Tim 
CoR«m< I Wod aooMifihrnMiiminidb d» Tim DM fa (door of dw Emdng 
Timor md fanhr nubortr nod dhra Mchaf ihr h on lod far EuumfcTronarr B(wn». 
pnfann pod (mow fa di mh ihi fa imi going oad am on no? br r o —I Vrrd br o wfar 
mrfaH? oi r rp rdh-o i far or taodmui fa ibr lo rhi i o o nrlifa of ddr uon fa gfaa. 

Efah Mrmnn w nmtsrd br ibr Edafaf T murr . - 

Tbr pom wrjgird far neb oi fr ion ui) Mmhfa k mt ca fa f^f l l 2 of fafagr aad 


fa oarordtacr nidi la n or m d proufa. ibr F TonaQr Tim 
of ifa pmpaond onaapmm*. 

BAOCCSOtMD 

fa irloiM to cork boor of Xom Hard befa*. far Eiiofcis 


■rqwrmi oo offauda uo far m r hi 


EifafagTimrr hfafawo ooricr fad* I go ir 
hr far Tim Drrd ogllnuaf ibw fame. Tfar 


rr mar ^na ■ orr ma m aifa (be prior opprend bi Enaadorv h ioid nm of far 
fanrf ibu km of ifa Vom. 

VOYTNC AM) QUORUM 
fa gfadua la nrh \lmg w i m ril b, fab Nader. 

(i) oVoghoidrr mdhop ojonrwi «od mr oi far Mmgpg prm mm pmdorr oi rhr 


adjtmnrd Vngp o »Ud u% irnt fim r or nBd iafa um£ » m » mad hi o 
Apai ifanr la far Vwr(-). fa ir^wci of wfach hr wafer, n ifa. 

(i) o > « i L h nHr r am la mad oad mr n far Mm iu p in pmoa og tafar 

drfatr bb miipr <*nUhmf .) M far pmg afem hr wgfaw m aiMd ao kg fafaff 
orffat ■ mfap gunmioa (aa a oariaf: Ifanaagn farm obfakfahh- fnwo far •prnfird 
aihl(>)effaiiliia> Porio* Apra»W iprriMbrlo-) aiMroruipo irhnaa 
.ABon^mfirdbrfao N> Ipprifa a pmm n ond oad mr oi far gfaaanni UaW 
In onardmir wifa Ifa n ai iwn hna . 

(S) Vm(i) faoo (m far mbfaniaa of far ohm Porinp A|*m i V VU id o* afar or 
oofar fa ami or br bbrhrd fa a faporian boidfa* far nm* hr , br fwpor of 
ofaniafafe unfag rrmficawmor pKM *•*«» fawrgmgg m mfm at far o d p iur o i d 
Wrtfap. Vow. 1 , mt brld nd OM hr — im— d gnl far rofarr «f |V mtlrignn d far 
nVi giw d Mgfa aad far rnngdrr of far mfajc rrnilwmf,] nr. nn feu tfan 
48 faaao Vfarr far tknt far which far od)omrd Aimatp r> noml ibr vocog 
hMigliuu IDTptl) hnrd fa mpm fartrof. . 

2. fa nlglrg a aA atwM 'knife uiunnd by fab Norinr. ibr ijwraa igp dwd a far 
•^omd klmbf far far pagfa« of far twgdon iMiuag (far Ambfml m ma 
Mm ■»« m|mg pm bokfaip mjnp mrifegr, or brwfe imm or 
npmmaiiw, and bohmir or rr pw w wp Vgm ng g oaifin y. 

AVAILAMUTY OF DOOMENIS 

"Uriog m neb M* of Vaco Dmrd Mow. far Tim Drrd nowimn, faw In, 

«dfa«|l “ •Mic oad ofebn of far Turn Ond mo? V wpamj K am mbu 
outOmai md Mhn-dmmm irimd u • hag mar br gfafagd b* Xfa rig hhp. boat, dm 
rf idem* Phrifal Afaai(,) trim briw . 

PRINCIPAL PAYING AGENT 
CLUUATT 7WSTCO«Ri.\Y OF .MX IDOL 

IWdJahSlWB 


THIS NOTICE IS IMPORTANT. IF BONDHOLDERS ARE IN ANY DOUOT AS TO THE ACTION THEY SHOULD TAKE THEY SHOULD 
CONSULT THEIR STOCKBROKER, LAWYER, ACCOUNT ANT OR OTHER PROFESSIONAL ADVISER WITHOUT DELAY. 

In Ae mari of any (peril*, pimar Maud fttrr Mao Tborrpiod 0(71 SS Ml, Karat WtBfarmon 0171 325 5880 or Panfcl Wynne 0171 325 877* 


THIS NOTICE IS IMPORTANT. (F NOTEHOLDERS ARE IN ANY DOUBT AS TO THE ACTION THEY SHOULD TAKE THEY SHOULD 
CONSULT THEIR STOCKBROKER, LAWYER. ACCOUNTANT OR OTHER PROFESSIONAL ADVISER WITHOUT DeLa? 
fa far r«ra of aay cpKrin. plrar raiari (Mm Rafeto Yharapoad 0IT1 335 M0X. Kara WBBanma 0171 383 SSML (MM Wrmr BI71 ir» or Darhi m-i m . 


Carfcbetg Fbnu A/S 


DESt:RlPTK>N OF NOTES 

£200400400 
7% Rondo due 20T3 


DATE OF 
TR13STDEED 

26 February 1998 


TIME OF 
MEETBVC 


PAYTNC 
A CENTS 

Mei^m Cainraiy Trad 
Canjiu? rfNew Yarh. Dra ai l a Odini 
I mini e laar m a rl a n al c * L a aia ntoca x (La. 


TMC PXhULS. Fonrth Rnamus PLC 
7VC PJJUMjB. FlOk flam -fen PIC 
TMC PJ-MJLS. Safe Fhranrfag PLC 


narapoad 01T1 335 »«W. Kara WBBamm 0171 383 53M. DafaM Vjm* 9171 335 r?* or Ml Mara #171 32S BI 

DESCRIPTION OF NOTES DATE OF TIME OF 

TRUST DEED MEETING 

*2DfcD«MOO Uarlgagr Bached Ffaadag Rale Nona dm April 20» 26 Jim 1 W) 

*2Sa^0O^*fa« w *m*rtn.fafe w IlmNfa-*».An S miada# UJmlW 3jo£Z 

E210JXKL300 Martgmgm Backed Flaottng Rate Nooc* doe August 2029 2hJmM489 


NOTICE OF AN ADJOURNED MEETING OF THE HOLDERS OF EACH ISSUE OF BONDS 

LISTED BELOW 


WnCE P i tEflESY U\T> dm on ad)n>inrd Mofafe of tbr hotdrrn of mb boor (far boor) 
of B r gfa bod brio- (far Soafa) of far iclrr oai biorr had befa* (ibr firm) wmlruari by 
■hr ii ln m Iran fard (bird brio* (dr Thud Aid) rill hr brhl m far liaa ma m brio- 
(Loodoa cgir) gi mfair l^M-oi ih-nBIrroofMai^g raargai y Tim C o nnap ofXrg Ysrh. 
P0 Bn 161. 60 'norm Endgabmau. Loaifciu ECdY OJP (nr ibr pwpm of rouBfariop rad. 
if ifagjd* fa- pom far blWup E-irrornIrirry B roib H l m . 

EXTRAORDINARY RESOUrnON 

11 t\T the Wder- <d far Band, of fan fcmrr. enottard b« far Tran Drrd and nadr bcrrrrii 
ih- ig oer aad LP. faqaii Trrorr Lid (far Emtmft Thumr). herein medvr. faQaafap liar 
n m pi cdnn at ihr gir br ibr Ejhllajr Trawrr of it, Gblbal Tim oad .\pmci Srrricr, hu i ri ra 
to Ofa p L X.L. w apfrmr far npr-riopa m of Cjhcdqi TiaW < ‘nmpnrr Umdrd n iraorr 
gfilrmhAnMnilbi far Tnw Prrd la phtr of far F ta ring T r go rr oad baby ml b i i ii 
rod dbmeorb of ibr bar— dfbEfeiifeT n ni if wirw.pahmgdiiiaiifbrlafe 
drrdk. iina’Qu uu and u m my br ig ai lr rril b, k in br nrnjm i. or nprdinr far n 
g rifaggl la far i i dpl ’feo i mr -g of lira iwplariaa. 

Egh o d p g nit J W r r i laf b eanwod (n ihr Efafay thaw. 

Tbr tpian-n n ipfei i( br ndl a djonm d Umtfe hMnh fenpfel tl el ialbfermd 
(tanglrbi, 

(a ■urndurr »«h an aomdl praeUrr. far Eraaap Trmrr npmnr- no npmea on lib grria 
of Ihr pmrmrf inanff-m m. 

BACKGROUND 

Id ItiflJaa Mrarh boon of Banda IMcd brim, far Lifadqg Trga fag ftrra aotior lo dw- hrarr 
of that kamrel ■« mtMbM in n nn wfar ibr Tim Drrd BnahnCiic fan boor. Tir 

bmr my appoint a am w on -ah ihr prion npnid bi Esnudnari Rnrfglm tl fan 
bfaJm af fag hour of dr ftomh. 

V0TINC AND QUORUM 

I. fa niwlm n earh i«|iHrard Mmife named by fah Xorien 

(I) a Bmfluhlrr abhfap n rarwl owi n*r bi far afamari Mmiop In pwai nam 
piodirv ol far a4"raA Ha hp rhbrr bb Bntok a wild turinp cmlOmr mr tofid 


map erndkam g uar d by a Pariop ipg iviitnr in far Bod(i). la w pw of rirb 
br -«be> a, nor; 

(U) a Wi-ofarMii 1 oar wifahfe so arttnd gd row OI far ofw n ri Mrranjj m pergg ogy 
rifarr ddrirr hb Amd(>) or w feu p crtdCngr(i) to dir penoa rbom hr Mb, B 
aarad oa ha btkaS a r per » rodaf bmmakn (at a infap buiurdan fan 
obaiaablr Ira ihraprdfird ofSrr(i) of far nlnoal Pi; fap Aprw(l) ipocilM brim) 
bmoe m il o Mum Nroy Apm ipetard brim w fe yn gi o par; a mead and 
ear af far Mredag la amNdrar *ifa Mr Hmobir 
(hi) 8ood(,) awy br fapwbrd mil far liar Imp 48 boor, briar far liar ford br 
fading far gtyknard Xmt i p baa am Aaafa *hh oar Pwiag (pm or (w tbr 
■•falaolaB of far refcTani Paying Afyfet) brU id hi afar ar afar Ib mad w br 
faiarhrd by a fapadaty boUag far Mar Far far p Wpm of obuiaiag radog 
r m i Sk^n etdaia? mfapiafeifeediawiB rufew orfdrg j a H aaJ. Bi ' niny Riofag> 

dopadKd or hrid mm m br rind ml far earihr of ifa- m or fagi -f far 

■(famed Va rd an ■*! far nmd r t rf far w«tagmiemir(r) or. m Im fam 48 

femn bfor ifa- ihnr far ohfch far a^g* d M uring fa eon mud . far ghy 
Infaantaa mep(,| hard fa mpm farnsL 

— la iriadoo wmfagfaoaiBtd ^ , A r p LMn« il by fab XaPer. far ipnaiBi itfenhrd m ibr 
afaa nw rd Madfe far far pagtap of far Esnaorfanwy lh r ufarlnu (far g,< i l an a) w m 
Aar fa aoc or Mm pmaa pnw oi botdfap -oifag mnliMB mr hrinp pnedn or 
npimnfail a j aadbabiifeirinwwadap J i i ii fa inraw J i y 

AVAILABIUTY Of DOOMSSTS 

fa iriufcju to nrb haar of Bcub (herd beta*, ibr Tim Dm) ramiiadap tel laaar r giidn 
pfagfa irfadnp at retag and raffaa of ihr Tim Ond may br mprctrd at awl mtag 
rrolBme* ad n i fa r d m — - utnu d » fag* my br fatmrd by fanAdfa fan te 
tprriOrd ^ficrfiy at ihr irirtont Ptjmf Aym(rl gbm b riw . 

TONaPAL PAYING AGENT 
VDRC,L\ CJ APAYTT TH J?7 OWilM OF VST YORK. 

DmdJah 8 1<M8 


NOTICE TO THE BONDHOLDERS OF 
TECO Electric & Machinery Co., Ltd. 
US$200,000,000 

Zm Coopon Credit EohanCCTeiit CreivertiUe Bonds due 2003 

(The “Company” and the “Bonds” respectively) 

Wb berrber notifr Uw boUen of the Banda tint Ibean bM dadoed itssmuta) aiodc 
(firidod. and the iwxd data br \ hte (firiknd is July 19, 1998. Under BOCk 
Oooptnr Lm. the regfatw of faaieboldare w3 be dosed from JFnhr 16, 1998 to 
My 19, 1998 ta order far Ifecnm to detarame faanfacddws entUesamts te dghin 
pertiinax to comma itarea. The odnoge ter fbcoart eharen «fll be doard mts 
July 19, 1998. Anj Exdmge NoSee fir IVnmY shares wfmrtttrri daring the 
reievut exchange dosed period «ffl be eooeldered In ban bees received an the ifay 
Mlowtngthe dosed period. 

As a result of the increase fa Ifeemnb itsned dare capital, (be rxrfaaagg price Cr 
TecoEiisfa*rtigf(fieBiBi4iiriDi!>ea^ttwedIh>mNTJ^coNT^7effiKdreflro(n 
July IS. 1998. 

Jfor 8, 1996 


Valeo 



THIS NOTICE IS IMPORTANT. IF BONDHOLDERS ARE IN ANY DOUBT AS TO Tiffi ACTION THEY MOULD TAKE THEY SHOULD 
CONSULT THEIR STOCKBROKER. LAWYER. ACCOUNTANT OH OTHER PROFESSIONAL ADVISER WITHOUT DELAY, 
to far wwaf any qarrim. piroor emmet rifarr Bahia Thar^oad 0(71836 5401. Kina Wg lnm onlTI 335 ant. Doml Wyaor 0171 325 8776 orDarid Mara WT1 5fe SCI 


DESCRIPTION OF BONDS 

£ UNjMQyOOO 

7.73* Coanaterd Banda fair MM 

I UMUMXUID0 

7.73% Cnaramrrd Bondi dm 3001 


DATE OF 
TRUST DEED 

lb February I'm 


itUnnyim 


TOffiOF PAYING 

MEETING ACENTS 

Morjioi Canrafay Trial 

ILOQaa Yetfe. Bnmdi OBfar 

Bwpn fh r R » Lti fefa nmy 
JfamaComeTnai 

IQjOQbb Company of New York. Braaorle Office 


Omaenma 

Cmmm m n th Bank Australia 

GxmwMwBhBankrfAus&BliaACN 123 123 124 
(BUDC oro iylnlawtorieSaieBankoMclorial 
UJS. $125,000,000 

10-Year Extendible Floating Rate Capital Notes 
Fbr the six months 30th Jims, 1998 to 31st December 
1998 the Notes will carry an interest rate of &88594% 
per annum with an interest amount afUS. $30044 per 
US. $10,000 Note. The relevant interest payment date 
will be 31st December 1998. 

listed on the London Stock Exchange 


Bankers Irast 
Company, London 


Agent Bank 


V aleo's consolidated sales for the to 
half of 1998 totaled FR: 19.180 million. 
“P by 11.1 % over the fnsthalfl997. 

The Electrical Systems activity acquired 
by Valeo from ITT Industries should be 
integrated mto the Group’s reporting entity 
on October 1st 1998. 

Valeo will be publishing its half yearly 
accounts at the beginning of September. 
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Major projects present, a vast array of 
differed challenges. Dresdner . Kleinwort 
Benson has the vital experience and 
expertise around the world to help identify 
and quantify both the challenges and 
opportunities. What, sets us apart from 
others is the determination once these 
have been. identified to seethe project 
through to a successful conclusion. We 
are not afraid of hard work and- we have 


the creative approach and strength of 
resources required to structure the right 
solution. Around the world, from power 
plants to pipe lines, from hospitals to 
bridges, we have delivered, again and 
again. The result is a stream of successful 
transactions that together with our 
innovations was acknowledged by Project 
Finance International when awarding us 
"Arranger of the Year 1 ' in 1997. 


Frankfurt 
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Luxembourg 

Moscow 

New York 
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S3o Paulo 
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COMPANIES & FINANCE: THE LSE/DEUTSCHE BOR S E ALLIANC E ___ 

m i ncmvATlVES MARKETS UNDER PRESSURE 

FRANKFURT GERMAN ANALYSTS WELCOME TIE-UP AS A STEP TOWARDS A PAN-EUROPEAN STOCK EXCHANGE I 




London link 


offers way 
into top tier 


By Andrew Ftsfter bi Frankfurt 


Frankfurt's Deutsche Bflrse 
has taken a step into the big 
league through its alliance 
with the London Stock 
Exchange, which was enthu- 
siastically welcomed by Ger- 
man financial experts. 

Yet while Frankfurt is still 
overshadowed by London’s 
status as a global financial 
centre, the UK capital was in 
danger of being left behind 
as the approach of the euro 
directed investors’ attention 
to the European continent. 

So both Deutsche Boise - 
which runs the Frankfurt 
securities exchanges - and 
the London Stock Exchange 
stand to gain considerable 
benefits from the tie-up. “It’s 
a major step towards a pan- 
European stock exchange," 
said Ralf Conen. head of 
research at Sal. Oppenhelm, 
the German private bank. 

-It's a smart move. Other- 
wise London would have 
been in danger of losing out. 
London bad to be aware of 
how the markets were mov- 
ing in euroland." 

Mr Conen said many of the 
benefits for the continent 
would be concentrated in 
pension fund investment, 
where the UK was advanced 
and Germany had still to 
catch up. 

Individuals are more 
aware of the need to make 
their own retirement provi- 
sions as the German state 
system comes under increas- 
ing strain. Mutual fund com- 
panies are scrambling to 
cater for this new demand. 


Tax barriers to the forma- 
tion of independently man- 
aged company pension funds 
are expected to be removed 
in Germany next year. 

Ahead of tbe euro’s intro- 
duction, investors have 
increasingly been looking 
across Europe for stocks, 
and mutual funds report a 
surge of interest in pan- 
European funds. Institu- 
tional investors have also 
been moving towards a 
Europe- wide sector. 

However, for all the prom- 
ise shown by the German 
market, Firumzplatz Deutsch- 
land (Germany as a financial 
centre) can still only aspire 
to regional rather than 
global significance. 

Germany has far fewer 
listed stocks and new issues 
than the UK. and stock mar- 
ket capitalisation is also 
much smaller in relation to 
the overall economy than in 
the UK or tbe US. 

"Frankfurt can learn a lot 
by linkin g up with London,” 
said Gerhard Grebe, chief 
equity strategist at Bank 
Julius Bdr (Deutschland). 
“The main global investor 
contacts are in London and 
so are the sales networks.” 
One asset that Deutsche 
Borse brings to the alliance 
is technology. In November, 
Xetra - its new electronic 
trading system - was intro- 
duced to make trading more 
transparent and efficient. 



Futures trade 

in the balance 


rfian' 


By Staioa Davies 


bave headed its agenda. The 
Vienna exchange, for exam- 
ple, is switching to Xetra to 
cut dealing costs. In deriva- 
tives, the German and Swiss 
markets - Deutsche Termln- 
bOrse and Soffex - have 


and enhance the status of combined to farm Eurex, 


the Frankfurt exchange. 

Under Werner Seifert, 
chairman of Deutsche Borse, 
technology and the euro 


which will link with 
France’s MatiL 
Having placed itself at the 
centre of a web of European 


alliances, Deutsche Bflrse is 
now looking further afield. It 
plans to explore business 
possibilities with Nasdaq, 
the computerised US stock 
exchange which Is keen to 
market Itself in Europe. On 
the product side, it has intro- 
duced a host of new deriva- 
tives instruments. 

Deutsche Bflrse has also 
combined with the French 


and Swiss exchanges and 
Dow Jones of tbe US to pro- 
duce the Eurostoxx index 
family . This competes with 
the Eurotop indices 
launched by FTSE Interna- 
tional. owned by the Finan- 
cial Times and the London 
Stock Exchange, and the 
Amsterdam exchange. 

The aim of these alliances 
and innovations is to make 


life easier for institutional 
investors and attract more 
retail interest A successful 
alliance with London should 
therefore strengthen Frank- 
furt's appeal, though it will 
no longer be so independent 
But with increasing comput- 
erisation. location will 
become less relevant - trad- 
ers wifi be able to hook in 
from wherever they please. 


Europe's futures and 
derivatives markets have 
been in the frontline of 
changes to capital markets 
In thB lead-up to economic 
and monetary union. 

Yesterday, however. 
futur es exchange executives 
were scurrying back to their 

hunkers, as the proposed 
niiianne between the bourses 
of London and Frankfurt 
raised questions aboutprevi- 
ous alliances among futures 
markets. 

The fixtures exchanges are 
already under considerable 
pressure. It is estimated that 
European monetary union 
will result in the evapora- 
tion of between 10 cent and 
15 per cent of global deriva- 
tives volumes. 

The conversion of ll sepa- 
rate currencies into the euro 
wlD remove significant Euro- 
pean currency and Interest 
rate hedging business, which 
will be only partially 
replaced by more active con- 
tracts based on the euro and 
the eurozone interest rate. 

This is happening at a 
time when there is already 
considerable pressure from 
customers to reduce costs. 
The response has been for 
exchanges to form common 
trading platforms to reduce 
costs and avoid becoming 
marginalised. 

The most significant of 
these has been the Euro Alli- 
ance, which linked France’s 
Matif, Switzerland's Soffex 
and Germany's Deutsche 
Terminbdrse, which is a sub- 
sidiary of Deutsche Bflrse. 

Werner Sefert. chief exec- 
utive of Deutsche Bflrse, 
argued yesterday there 


would be no Impact. None- 
theless, the Euro Alliance 
had a commitment to devel- 
oping a common platform 
for equity trading by 2002, 
which seems to be under- 
mined by yesterday's alli- 


ance. 

Matif is already talking 
about link-ups with futures 
markets in Spain, Belgium, 
Italy and Portugal, and in 
theory these could break off 
into a separate bloc. 

That leaves the future or 
London's international 
Financial Futures and 
Options Exchange (Uffe) 
increasingly uncertain. 

y-ii fp was still reeling from 
the loss of tbe German gov- 
ernment bond contract to 
Frankfurt, but responded 
with an ambitious strategy 
to set up a new electronic 
trading system on its own. 

Daniel Hodson, chief exec- 
utive of Uffe, said: “Deut- 
sche Bflrse has been pursu- 
ing a strategy that tends 
towards a monolithic Euro- 
pean exchange. There are 
many people that are con- 
cerned about the effects this 
could have cm cost” 

He said Litre's members 
bad given whole-hearted 
commitment to its continued 
independence, and its new 
strategy. Moreover, he 
argued UK blue chips might 
become more actively traded 
as a result of the USE tie-up 
with Frankfurt, in tarn 
boosting volumes in its 
equity derivatives contracts. 

However, now the LSB is 
linking with Deutsche Bflrse. 
which in turn has an affi- 
ance with several of UOA 
European competitors, the 
region’s largest futures mar- 
ket is looking increasingly 
isolated. 
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REACTION FROM OTHER MARKETS 


CITY OF LONDON RESPONSE 


New axis stirs mixed Promise of greater liquidity welcomed 
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feelings across Europe 


By Christopher Adams 


By Oar Foreign Staff 


Invited by Frankfurt and 
London to join their party, 
Europe's other bourses dis- 
played mixed emotions yes- 
terday. While all acknowl- 
edged the inevitability of 
closer market ties, some 
were perturbed at seeing 
their own advances over- 
taken. 

Fbr the Amsterdam stock 
exchange, the deal threatens 
its hard-won gains from Lon- 
don. which in the early 1990s 
had about 40 per cent of all 
business in Dutch equities. 
Alter ownership and trading 
reforms, latest estimates 
indicate it bandies more 
than two- thirds of dealing s 
in the country's blue chip 
shares. 

"We have the liquidity 
now in Amsterdam in big 
Dutch stocks, and it won’t 
disappear all at once," said 
an official at Amsterdam 
Exchanges (AEX), operator 
of the city's merged equities. 
options and futures markets. 
Of the London-Frankfurt 
ties, he added: “We are tak- 
ing it very seriously, of 
course." 

Antonio Zoido, chairman 
of Madrid's Bolsa, said: “We 
were aware of this develop- 
ment and believe it is a very 
interesting but very complex 
and long-term project 

“We share the principles 
of efficient, low-cost and har- 
monised trading and also the 
objectives of a single Euro- 
pean stock market but we 
all know that Is not going to 
materialise overnight and a 
lot still has to be done." 

Nordic markets bave 
already seen a flurry or link- 
ups in the past year. OM 
Gruppen. the publicly 
quoted derivatives exchange 
operator, acquired the pri- 
vately owned Stockholm 
stock exchange to create a 
unified Swedish equities and 
derivatives market OM also 
operates a common deriva- 



The City of London 
yesterday welcomed the pro- 
posed affiance between the 
London Stock Exchange and 
Deutsche Bflrse. Investment 
bankers and fund managers 
said it would lead to 
increased liquidity and make 
dealing in big European 
stocks simpler as the conti- 
nent switched to a single 
currency. 

However, they questioned 
whether transaction costs 
would be red need by as 
much as if the two 
exchanges were to go it 
alone, competing with each 
other to introduce more effi- 
cient dealing and settlement 


systems. The move was seen 
as a defensive one by 
London. 

“I don't think there is any 
way back," said Michael 
Marks, chairman of Merrill 
Lynch Europe, Middle East 
and Africa. “The clients 
want a pan-European mar- 
ket. If they do things cor- 
rectly. this wifi be one of tbe 
most liquid markets in the 
world." 

In spite of London’s size, 
Mr Marks said there was a 
risk that the UK’s decision 
not to participate in the sin- 
gle currency with the first 
wave of entrants could dam- 
age it as a financial centre. 

"Having potentially larger 
volumes going through 


Frankfurt would have made 
it much more difficult for 
London,” said a fund main 
ager. “But London has got a 
skill base that would take a 
while to erode." 

“The LSE has to be 
applauded for acting with a 
degree of foresight which 
has left many of us sur- 
prised," said James 
Dewhurst, equities salesman 
at Charterhouse TUney Secu- 
rities. “It seems to be good 
timing, with the recognition 
that London might come 
under pressure." 

The two exchanges are to 
develop jointly a common 
platform to deal in leading 
German and UK shares. 

“In size. London and 


Frankfurt will be second 
only to New York, so one 
imag ines they will set a 
standard across Europe,” 
said Phillip Wale, global 
head of equities at Commerz- 
bank In London. "Other 
exchanges wifi have to adopt 
this platform.” 

The London Investment 
Banking Association said 
the invitation to other 
exchanges to participate 
would help create a “unified, 
liquid, low-cost European 
equity market". 

Angela Knight, of the 
Association of Private Client 
Investment Managers and 
Stockbrokers said a tie-up 
between other European 
exchanges and Nasdaq 


excluding London would 
have hit the LSE hard. 

Speed and access would 
probably be improved. “If 
you’re looking at electronic 
trading as the way ahead, 
then having stocks easily 
traded across Europe wifi 
benefit investors," said Mike 
Grimble, investment strate- 
gist at Norwich Union. 

But several investment 
managers said the alliance 
might not cut costs. 
"Wouldn’t it be better Iot 
them to fight it out over vol- 
umes and access?" asked 
one, who said the link-up 
might put pressure on the 
government to abolish stamp 
duty levied on share transac- 
tions in the UK. 
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News takes Paris exchange by surprise 


By Andrew Jack 
in Paris 


Feeling bufflsti outside the Frankfurt stock exchange Reuters 


fives market with tbe Oslo 
Stock exchange and has 
clearing links with equity 
and derivatives exchanges in 
Helsinki. 

Earlier this year, the 
Swedish and Danish stock 
exchanges agreed to pool 
share-dealing systems to 
create Europe's first cross- 
border equities trading mar- 
ket. Many analysts believe 
Oslo and Helsinki will even- 
tually be tempted to join the 
alliance, creating a truly 
pan-Nordic market. 

OM suggested the Frank- 
furt- London tie-up would 
accelerate the restructuring 
already under way in Euro- 
pean financial markets. Gus- 
taf Sahhnan. a senior offi- 
cial. said: "It will not reduce 
the speed of the consolida- 
tion. that is for sure." 


Stockholm did not see the 
alliance as a threat. 
"Strength does not come 
from national identity but 
from total transaction cost 
and quality of service.” Mr 
Sahlman said. 

In Amsterdam, AEX is 
similarly confident its order 
book is liquid enough and its 
bid-offer spreads sufficiently 
narrow to produce the best 
price most of the time. 

Milan bourse executives 
made no comment, but a 
senior stock market figure 
said the Frankfurt-London 
deal had “limited the options 
for Italy", adding: “Every- 
thing now depends on the 
French.” 

By Jones BUtz in Rome, Tom 
Bums in Madrid, Gordon 
Cramb in Amsterdam and 
Greg Afclvor in Stockholm 


The operator of tbe Paris 
stock market was taken 
aback yesterday by the 
announcement of the single 
platform negotiated between 
its London and Frankfurt 
counterparts. 

After executives held 
meetings during the day to 
discuss tbe news, Sociflte 
Franqaise des Bourses issued 
a statement suggesting that 
tbe UK and German opera- 
tors had until now been 
reluctant to undertake some- 
thing so ambitious. 

A spokesman said: “We 
didn't know about this 
agreement- We were sur- 
prised. We are still consider- 
ing what it implies for us. as 
well as for the Germans and 
the English." 

He confirmed that the SBF 
had not been consulted over 

the discussions, and that 
there would be talks 
between the Germans. Swiss 
and French on Thursday. 

Yesterday’s announcement 
was all the more surprising 



Coming together: Werner Seifert pedt) aid Gavin Casey, chiefs erf foe German and UK bourses Reuters 


for the French stock market 
because its executives had 
already been discussing 
their own co-operation pro- 
jects with Frankfurt Jean- 
Franqois Theodore, chair- 
man of the SBF, has fre- 
quently talked about creat- 
ing a European platform in 

the finaririal sector. 

However, the achieve- 
ments until now have been 


modest. In February this 
year, it launched its "Euroal- 
liance” with the Stoxx index 
of European quoted compa- 
nies, and another index for 
derivatives products. 

It was also building part- 
nerships between its own 
nouveau marchi for small, 
growing companies and the 
equivalents in other Euro- 
pean countries. 


Other working groups to 
discuss wide-ranging 
co-operation over trading 
and settlement between the 
German, Swiss and French 
stock exchanges had been 
established, but were not 
scheduled to reach any con- 
clusions at least until 1999 . 

There had also been long- 
running talks between the 
M ati f . the French derivatives 


market, and its German 
counterpart, the DTB. Talks 
stalled over the choice by 
the French side of which of 
its products it would allow 
to be traded electronically 
from Frankfurt. There had 
also been difficulties in the 
choice of computer systems. 

Tbe SBF said that all tbe 
European stock exchanges 
had been discussing the cre- 
ation over a number of years 
of a joint company called 
“Euroquote", but it had been 
stopped "at an advanced 
stage" as a result of UK and 
German concerns. 

It stressed that any such 
project would require the 
use of the most reliable, high 
performing and least costly 
systems, management free of 
political influence and 
should be open to aB inter- 
ested potential European 
partners. 

The SBF questioned yes- 
terday whether there would 
be difficulties in the 
cooperation between the UK 
and Germany, notably over 
the switch to the euro for 
Germany next year. 


IMPLEMENTING THE ALLIANCE ‘SINGLE POINT OF LIQUIDITY' PLANNED TO BE READY IN TIME FOR EURO 


Partnership must aim for common rules and systems 


By Georgs Graham, 
Banking Editor 


The London and Frankfurt 
stock exchanges face a lot of 
hard work before they can 
translate their strategic alli- 
ance into practice. 

The two exchanges said 
yesterday they planned a 
“common access package” 
and a “single point of liquid- 
ity" for German and UK blue 
chip shares in time for intro- 
duction of the euro on Janu- 


ary 4 next year. Linking 
Frankfurt's Xetra trading 
system and London's Sets 
should be easier, because 
both were designed by 
Andersen Consulting and 
have a similar architecture. 

Nevertheless, early results 
of the partnership are likely 
to be limited to a ban on 
quoting German stocks on 
the LSE and vice versa. 

“The technical linkage will 
be quite tough. We would 
like a common front end but 


it is unlikely to be by Janu- 
ary 4," said Martin Wheat- 
ley, one of three LSE execu- 
tives on the joint project 
board. 

Neither exchange intends 
to throw away its invest- 
ment in brand-new trading 
systems, but eventually a 
new common system will be 
developed. Most equity trad- 
ers believe il is likely to be 
based more on Xetra. 

For market users , the most 
important thing is that the 


two exchanges bring their 
rules and regulations as 
closely in line as possible. 
“They’ll have to standardise 
everything, otherwise it will 
increase transaction costs. 
That would be the biggest 
foiling." said Phillip Wale, 
global head of equities at 
Commerzbank In London. 

Standardisation win bave 
to start with simple matters 
such as bank holidays and 
opening hours. The London 
exchange has recently 


decided to put back its open- 
ing time to sam, but will 
now have to consider mov- 
ing forward again to match 
Frankfurt’s opening at 
7.30am London time. 

Brokers are also anxious 
they should not have to meet 
different trade reporting 
requirements in the two 
markets. One issue which 
must be resolved quickly is 
exemption from paying 
stamp duty on share trades, 
granted to registered London 


share-dealers. A way will 
have to be found to extend 
this to Frankfurt 
The affiance is also expec- 
ted to reopen the question of 
interaction between large 
block trades and the elec- 
tronic order books such as 
Sets and Xetra- Many inves- 
tors still feel the lack of 
liquidity on Sets is In part 
due to the absence of any 
requirement for block trad- 
ers to match orders on the 
more public order book. 


More generally, the cre- 
ation In embryo of a pan- 
European stock exchange 
poses questions about the 
regulatory structure. “Regu- 
lation Is a key area. There is 
no natural regulator of a 
pan-European exchange at 
the moment." said Gavin 
Casey. LSE chief executive. 

Tbe regulators themselves 
appear unflustered. Howard 
Davies, chairman of the 
UK’s Financial Services 
Authority, said: “The pro- 


posed alliance should not 
pose regulator)' problems, 
and we have already been is 
touch with our German 
opposite numbers." 

Listing requirements are 
to some extent laid down in 
national legislation, and will 
therefore be hard to harmon- 
ise in the short term. Bnt 
requirements for arirnisston 
to trading lie with the 
exchanges, and they expect 
to make progress on these in 
the next 12 months. 
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COMPANIES & FINANCE: THE AMERICAS 


ADVERTISING US GROU P ADDS TV ST ATIONS TO ITS RADIO_OPERATIONS IN DEAL VALUED AT MORE THAN $1.5bn 

Chancellor Media acquires Lin 


By Cftrbtopter Parkes 
in Los Angeles 

Chancellor Media yesterday 
sharpened its attack on local 
advertising markets in the 
US with the addition of 12 
television stations to its core 
radio business. 

The company, which last 
month made its first move 
into outdoor advertising by 
purchasing Martin Media, 
will absorb Lin Television in 
a deal valued at more than 
Sl.Sbn. It plans further addi- 
tions to all sectors. 

The agreed deal, which 
could mark the early stages 
of a new force In the media 
industry, consolidates the 


electronic assets of Hicks 
Muse Tate & Furst. a private 
investment group which has 
accumulated a disparate 
array of businesses ranging 
from print to television. 

Hicks Muse. Chancellor's 
biggest shareholder with a 9 
per cent stake, bought Lin In 
March for $1.9bn. It will con- 
trol IS per cent of Chancellor 
after completion of yester- 
day's merger. 

Although Lin’s stations 
are scattered in mainly sec- 
ondary advertising markets 
such as Austin and Indian- 
apolis, they could form the 
basis of a network comple- 
menting Chancellor’s array 
of 108 radio stations, which 


claim a weekly listening 
audience of 46m people. 

In terms of station num- 
bers and audience reach. 
Chancellor is second only to 
CBS in the US radio market. 

Jeffrey Marcus, Chancellor 
chief executive, said yester- 
day the company would 
remain mainly a radio busi- 
ness, with 80 per cent of Its 
cash flow coming from its 
stations. While organic 
growth this year would 
increase cash flow by 20 per 
cent, he expected the acqui- 
sitions to bolster the growth 
to 30 per cent 

“We are attempting to cre- 
ate a platform with comple- 
mentary media,” he said in 


an interview. “We would like 
to... expand the radio plat- 
form which is our core com- 
petency. add television sta- 
tions that overlap our 
markets, and would clearly 
like to add to outdoor.” 

The appeal of a 
mixed-media business lies 
mainly in its ability to offer 
advertisers packages of 
options In which they can 
reinforce promotional mes- 
sages in co-ordinated local 
campaigns carried on radio, 
TV and billboards. 

Chancellor could also 
expect to reduce its operat- 
ing costs by having a single 
sales office selling all three 
in each market, and under- 


cut less diversified rivals. 

"We are attracted to the 
television industry both as a 
stand-alone business and as 
a platform that provides 
excellent opportunities for 
cross-promotion and cross- 
selling with our radio and 
outdoor assets.” Mr Marcus 
said in a statement. 

Although evidence is 
mounting that local and 
regional billboard operators 
are merging into larger 
groups. Chancellor's strat- 
egy to incorporate outdoor 
and "indoor” media suggests 
a new trend is emerging 
which could force them to 
seek partners - such as 
Chancellor. 


AT&T chief 
sees further 
industry tie-ups 


By Mack Suzman hi Washington 

The planned $46bn merger 
between AT&T, the tele- 
phone group, and TCL the 
cable company, Is part of a 
broader trend in consolida- 
tion across the telecommuni- 
cations, entertainment and 
cable industries that will 
inevitably continue, Michael 
Armstrong, AT&T chairman, 
told a Congressional sub- 
committee yesterday. 

Speaking at a special bear- 
ing of the Antitrust. Busi- 
ness Rights and Competition 
subcommittee of the Senate 
Judiciary committee, Mr 
Armstrong said the trend 
would enhance competition 
and efficiency and urged 
antitrust officials to examine 
it and other similar mergers 
in a global context. 

“It is inevitable that the 
industry will consolidate and 
AT&T must continue to 
invest in facilities to be com- 
petitive," he said. "Much of 


this sorting out will be quite 
healthy; the right mergers 
can produce stronger compe- 
tition.'* 

Mr Armstrong's comments 
come at a time when Con- 
gress is increasingly con- 
cerned about the longer-term 
effects of the wave of merg- 
ers in the telecoms and 
entertainment industries. 

While the AT&T/TCI deal 
is expected to receive regula- 
tory approval, there are wor- 
ries that the trend could pro- 
duce bottlenecks in key 
pmergtng industries such as 
the internet, with detrimen- 
tal effects for consumers. 

Herb Kohl, a Democrat 
senator from Wisconsin, said 
that while the pressure for 
bigger mergers was under- 
standable, the industry 
needed to spell out exactly 
what their impact would be 
on customer services. 

"No-one has adequately 
explained what all this tech- 
nology will do for us or 



Michael Armstrong: tt b Inevitable that the industry wai consolidate 


where all this dizzying deal- 
making is going,” he said. 

Mr Armstrong was sup- 
ported by other business 
leaders at the hearing who 
agreed that cross-industry 
moves were necessary to 
develop and deliver the next 
wave of bundled video, 
voice, data and internet ser- 
vices for consumers. 


Richard Parsons, president 
of Tim e-Warner, tbe media 
conglomerate, said the merg- 
ers were “absolutely neces- 
sary” for true competition to 
emerge in the rapidly grow- 
ing digital marketplace. 

“Such affian ces, joint ven- 
tures, mergers and other 
combinations are increas- 
ingly essential to remain 


Reutere 

competitive on a global 
scale.” be said. 

“I would urge those 
charged with reviewing vari- 
ous transactions to resist the 
urge to micromanage indi- 
vidual business relation- 
ships and focus on the big- 
ger Impact on the US econ- 
omy and the benefits to con- 
sumers.” 


Dow tries to engineer a quiet chemical reaction 

With bulk chemicals out of fashion, diversification attempts are going unrecognised, writes Tracy Corrigan 


I t is seven o'clock in the 
morning, but William Stav- 
ropoulos, president and 
chief operating officer of 
Dow Chemical, is raring to 
go. Over breakfast in a suite 
overlooking Central Park, in 
New York’s landmark Plaza 
Hotel, he manages the feat of 
eating a blueberry muffin 
and holding forth on the 
company’s strategy with 
impressive dexterity. 

Mr Stavropoulos. who runs 
the world's largest basic 
chemicals manufacturer, 
knows that his business is 
deeply unfashionable. “I 
can't wait until manufactur- 
ing comes back into vogue.” 
be says, smiling ruefully. In 
the meantime, be has been 
doing his best to cut costs, 
reshuffle tbe business portfo- 
lio. improve earnings consis- 
tency - and boost Dow's 
share price. 

Unfortunately, his tinker- 
ing with Dow has not been 
as dramatic as Wall Street 
would have liked. Although 
Mr Stavropoulos has 
“improved the overall earn- 
ings mix of the company, 
Uhe basic chemicals busi- 
ness] is out of favour, to say 
the least.” according to 
Chris Willis, chemicals ana- 
lyst at Schroders. Disen- 
chantment with the low-mar- 
gin, cyclical business of 
basic or commodity chemi- 
cals has prompted many 
manufacturers to metamor- 
phose - ICI into a speciality 
chemicals company and 
Monsanto into a life sciences 
group, for example. 

Dow's transformation has 
been less visible to the 
naked eye. as has the prog- 
ress of its share price. Since 
the beginning of 199S - 
shortly after Mr Stavropou- 
los took over as chief execu- 
tive officer - the company's 
stock has underperformed 


the Standard & Poor’s 500 
composite index by more 
than 25 per cent and the 
chemicals sector by almost 
17 per cent, and currently 
trades at a meagre 15 times 
its estimated 1998 earnings. 

In fact, particularly com- 
pared with the previous his- 
tory of the 101-year old com- 
pany, Mr Stavropoulos 1 reign 
has been extremely eventful. 
In the last four or five years, 
he says the company’s port- 
folio has shifted from being 
70 per cent basic chemicals 
to 55 per cent performance 

The company's 
stock has 
underperformed 
the S&P’s 500 
composite index 
by more than 25 
per cent and its 
sector by almost 
17 per cent 

products, a process which 
has involved 15 divestitures 
and 15 acquisitions. Mr Stav- 
ropoulos has changed the 
organisational structure, 
eliminating geographical 
divisions in favour of global 
product lines and cutting 12 
layers of management down 
to five. 

He has also radically 
altered the compensation 
system so that “everyone 
has a portion of their com- 
pensation tied to economic 
profit goals”. He himself has 
90 per cent of his net worth 
tied up in the company, he 
says, though oddly he and 
fellow senior managers have 


set themselves an absolute 
share price as a performance 
target, rather than any rela- 
tive performance goals. (The 
target is $150 in 2002, some 
way off Its current $97. In 
addition, Mr Stavropoulos 
wants tbe company to earn 
three percentage points 
above the cost of capital 
over tbe cycle, and to break 
even on its cost of capital at 
the lowest point in the cycle. 

He argues that Dow is 
“one of those pretty unique 
[chemical] companies that’s 
able to grow on a multitude 
of fronts”, along with BASF 
and Bayer of Germany and 
DuPont of the US. 

He also defends the compa- 
ny’s refusal to turn its back 
on the basic chemicals busi- 
ness. Basic chemicals are 
“what we are good at. We 
are world leaders in basic 
products” and the business, 
however unfashionable, has 
proved a "great source of 
cash to change our portfolio” 
by buying businesses in 
other areas. 

In fact, no one seems to 
challenge Don's reputation 
as the best low-cost producer 
of basic chemicals. “They 
are supremely good at what 
they do,” says Graham 
Copley, chemicals analyst at 
Sanford C. Bernstein. But 
therein lies the rub. Given 
the fall from grace of basic 
chemicals and the current 
cyclical downturn in the 
industry, “over the next 
three to four years. Dow will 
be faced with compelling 
opportunities to buy com- 
modity businesses,” points 
out Mr Copley. Making such 
acquisitions is probably the 
right business decision, he 
adds, given the pressures to 
remain competitive in the 
low-price commodity chemi- 
cals business. But this would 
then increase tbe proportion 



WDSam Stavropoulos: TWa are world leaders in basic products' 


of basic chemicals in the 
earnings mix, further 
depressing the shares. 

D ow has also been mov- 
ing into biotechnology 
- for example through 
its stake of Mycogen - 
though again less dramatic- 
ally than others. Mr Stavro- 
poulos believes that the 
applications of biotechnol- 
ogy are “important not only 
for human health and agri- 
cultural products but also 
for how we make materials 
and plastics . . . The proper- 
ties of the plastics are fan- 
tastic. The question is the 
processing cost” According 
to analysts, it is not yet clear 
of when - or whether - bio- 
technolog)' applications for 
plastics and other products 
will be profitable. 

While Mr Stavropoulos 


may be hoping for a change 
in fashion, an upturn in the 
chemicals cycle will proba- 
bly come first. Most analysts 
expect chemicals prices to 
bottom out in 1999. and, 
according to Mr Willis, Dow 
"will have a huge run in 
earnings ater that". 

But If Mr Stavropoulos 
wants Investors to overlook 
falling earnings between 
now and then, "Dow has to 
do something dramatic to 
make a difference with 
investors”, says Mr Copley. 
He suggests splitting the 
company into its basic and 
speciality components, then 
merging or joint venturing 
the basic chemicals opera- 
tion with another commod- 
ity chemicals producer like 
Shell But Mr Copley admits 
that “they don't seem inter- 
ested in doing that.” 
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Daewoo, 
Soros 
may join 
Kaiser in 
bid group 

By Raymond CoDtt hi Caracas 


George Soros, the financier, 
and Daewoo, the Korean 
industrial corporation, may 
join Kaiser Aluminum or the 
US to bid for Venezuela's 
troubled al umi nium com- 
plex. 

FIV, the government pri- 
vatisation agency, listed six 
other investors who might 
be in the so-called Venezue- 
lan Aluminum Partners con- 
sortium, including Argen- 
tina's Tecbint Group. 
NationsBank, as well as DLJ 
Merchant Banking Partners. 

Kaiser said the published 
list represented "potential 
consortium members but is 
not necessarily the definitive 
group". 

Kaiser is still analysing 
the project before deciding 
whether to bid. 

A previous attempt to sell 
tbe Venezuelan Al uminium 
Corporation, which, with 
annual capacity of 630,000 
tonnes, is one of the world's 
largest producers, failed in 
March. 

Three international con- 
sortia withdrew, complain- 
ing about the contractual 
terms and the base price. A 
general strike Just before the 
scheduled sale increased 
labour costs and damaged 
part of the production facili- 
ties. 

The government has now 
revised some of the contrac- 
tual terms, including labour, 
environmental and electric- 
ity costs, and yesterday was 
expected to announce a new 
base price considerably 
below the $2.1 bn fixed in 
March. Bidding is scheduled 
for July 15. 

A second consortium bid- 
ding for the complex is made 
up of Billiton of the UK, 
Pechiney of France, Century 
Al uminum of the US as well 
as two Venezuelan alumin- 
ium processors. Sural and 
Alentuy. 

Two groups have already 
withdrawn from the second 
bidding process: Alcan of 
Canada and Alcoa of tbe US. 
as well as Reynolds Metals 
and Norsk Hydro. 

Alcoa/Alcan had argued 
the operation was not 
profitable at current 

aluminium prices and that 
the government had not 
secured congressional 
approval for recent 

contractual changes. 


Sportswear 
groups warn 
on earnings 


By Richard Tomkins 
In New York 

The dismal state of tbe 
sports shoe market claimed 
two more victims yesterday 
when Venator, formerly 
known as Woolwortb. and 
Sports Authority, the biggest 
US sporting goods retailer, 
warned that second-quarter 
results would be much worse 
than expected. 

The warnings came a week 
after Nike, the biggest sports 
shoe maker, reported its first 
quarterly loss in 13 years 
because of the downturn in 
demand for athletic footwear 
and clothing. 

The decline has been 
caused partly by a sharp 
downturn in demand from 
Asia and partly by a passing 
of the US fashion for paying 
very high prices for the lat- 
est styles of sneakers. 

In May. Venator tabled an 
all-stock bid for Sports 
Authority currently valued 
at about $325m. but Venator 
said yesterday its downturn 
excluded the effects of the 
pending acquisition. 

However, last week, Gart 
Sports, a Denver-based sport- 
ing goods chain, made an 


unsolicited bid for 70 per 
cent of Sports Authority at 
S20 a share, or 5442.4m. 

Venator said it expected to 
report a loss of 5-10 cents a 
share for tbe second quarter 
to August 1. against earn- 
ings of 19 cents a year ear- 
lier. Analysts bad been fore- 
casting 21 cents. 

If present sales trends con- 
tinued. Venator said, full- 
year earnings were likely to 
be between SI. in and SI -20 a 
share, down from S1.57 a 
year earlier. Analysts bad 
been forecasting full-year 
earnings of $1.72 a share. 

Roger Farah. chairman 
and chief executive, said 
sales and profits had been 
hit by an oversupply of ath- 
letic footwear and a fall in 
tbe number of Asian tourists 
visiting its stores in Hawaii. 
Guam and California. 

Sports Authority said it 
expected second-quarter 
earnings per share of 12-14 
cents, down from 30 cents a 
year earlier. Analysts had 
been forecasting 25 cents. 

It said it had experienced 
continued soft sales in key 
categories, together with a 
poor sales in its Japanese 
stores. 


Static profits 
lift Alcoa stock 


By Nikki Talt in Chicago 

Shares in Aluminum 
Company of America 
(Alcoa), the world's largest 
producer of al uminium and 
alumina, jumped $3 to $68 
yesterday morning after it 
shrugged off falling alumin- 
ium prices and reported 
maintained profits for the 
second quarter of 1998. and a 
14 per cent increase for the 
first half of the year. 

Alcoa, which is based in 
Pittsburgh, said it made 
$207.1m after tax in the sec- 
ond quarter of the year, com- 
pared with S207.6m last time. 
Bantings per share increased 
from $1.18 to $1.24 - well in 
excess of analysts' estimates 
which had expected a mod- 
est fall in profits, and cen- 
tred around the $1.15 mark. 
For the first half, profits 
were $417m, up from 
$366.7m, with earnings per 
share up from $2.09 to $2.48. 

Alcoa was pleased with 


the results, given they were 
struck against the back- 
ground of a 16 per cent tum- 
ble in al umini um prices on 
the London Metal Exchange 
since January. Total revenue 
rose from S3 J7bn to $3.8bn 
in the second quarter, and 
from $6.74bn to $7.0Sbn in 
the half. Aluminium ship- 
ments rose to 866,000 metric 
tonnes in the second quar- 
ter, largely on the back of 
strong European business. 
This compared with 760,000 
tonnes in the second quarter 
of 1997, and was a record fig- 
ure. 

The results excluded any 
contribution from Alum ax, 
tbe fellow US-based alumin- 
ium company which Alcoa 
acquired in a $3.8bn agreed 
deal last month. However, 
the second-quarter profits 
figure was struck after a 
$21 .lm loss resulting from 
the marking-to-market of 
some aluminium commodity 
contracts. 


DIVIDEND NOTICE 
TO THE HOLDERS OF 
EUROPEAN DEPOSITARY RECEIPTS FOR 
COMMON STOCK OF TOSHIBA CORPORATION 
(FORMERLY TOKYO SHEBAURA ELECTRIC COMPANY) 
DESIGNATED COUPON NO. 110 
(ACTION REQUIRED ON OR PRIOR TO OCTOBER 31, 1998)** 

The Chase Mimhatttw Bank (Formerly known as Chemical BankX as Depositary (The * Depositary 1 under the 
Depart! Agreement doled as of PMmaiy 15th 1070 among Tokyo Shifaaura Electric Company Limited (the 
"Company*}. the Depositary and the holders of European Depositary Receipts (the * Eece f pbO issued thereon- 
derte respect of shares of Common Stock, par value 00 Far per share, ct the Cooptny (the 'Common Stocky, 
HEREBY GIVES NOTICE ofa dividend of 5 Ten per share of Common Stock. • 

The Dividend on the shares of Common Slock On record of Depool with the Custodian aider such Deposit 
Agreement, less a portion thereof withheld by the Company on account of Japanese taxes, has been received by 
the Custodian as agent for the Depositary, and, pursuant to the provisions of such Deposit Agreement, has been 
converted Into United States Dolbes at the rate of M0.73M Yen per United States Dollar. 

The Depositary has been advtsed by the Company that Japan ks a party to International agreements with 
Australia, Bangladesh, Beighan, Bulgaria. Canada, CIS, Czecfcodovakia, Denmark, Finland, FWee, The FtderaJ 
Bap u hM c of Germany, Hoitand. India, Indonesia, hs%, Luxembourg. Malaya, New Zea l an d, Norway, Sta^pore, 
Spain. Sweden, Switzerland, the United Arab Republic, the United Kingdom and the United States of America 
under which certain persons are entitled to lBh tax withholding rate on rflvtdouls such as the dividend In qnes- 
ttoo. The petsons so entitled include residents of such countries and companies organised thereunder meeting 
certain candhtans relating to the canytng on of trade or business In Japan Persons not so entitled to a 1» lax 
wUhlioldtag win be paid a dividend on which a 20K MX wtihholdlng rate bus been applied.** 

To determine entitlement to the lesser lux withholding rate of 1M it Is necessary that the surrender of Coupon 
No. 110 he accompanied by a properly completed and signed certificate (copies of the form which ore obtain- 
able at the office of the Dejtc^fcsxy m London or any Depositary's Agent) as to the residency and trade or bust- 
ness activities to Japan (IT appllcabiej of the holder of Coupon No. 110, Such cartincans may be forw ar ded by 
the Depositary to the Company upon its request 

Payment in United States DoUare of the amount of the dividend payable win be nude at the office of the 
Depositary to London or ante office of any Depositary’s Agent listed below upon surrender of Coupon No. lift. 

DEPOSITAKTS AGENTS 


Qi ff MwnVwtnrt Bank AG 
T7ie» Bank oTT6J<yo limbed 
The Bank of Tokyo Limited 
TV Bank of Tokyo 
The Bank of Tokyo limited 
Mees Pierson 

Bonca Naaonale del Lavoro 
Banco Naxtonale del Lavoro 
Kredletbank S. A. Luxembotngeotse 


Frankfurt, Germany 
London. England 
Paris. France 
Brussels, mgt™ 

Frankfort, Germany 
Amsterdam. The Netherlands 
Rome, Italy 
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The following table sets forth the amounts payable upon prese nta tion of Coupon No. 110 Cram the various 
df o om hiatinua of R e c ei pts. 

Coupon No. HO Detached Dividend Payable Dividend Payable 

than Receipts in the (lem IBK Japanese 0e«2OK Japanese 

Denomination ot withholding us) withholding tax) 

1 Depositary Siere 5L51 SL42 

10 Depositary Shares *15.10 *1421 

20 Deporttary Shares S30JM *38.42 

GO Depositary Shares STBJjO E7L00 

100 Deposhay Shares *lEOQ9 S142.ll 

Payment to United States Dollars in rasped erf Coupon No. 110 wfU be made by United States Dollar check 
drawn on. or transfer to a United States BoHar account mointmmeri by the payee with a bank in New York Ciq>. 
Dates July 8, 1008 The Chase Manhattan Bank, as Depositary. 

126 London Wall, London BCZT BAJ 

* March 3L ISOS has been established as tbe record date for the determination of the stockholders of the 
tionmaig' entitled to such dhrideod. All receipts Issued in respect of Ctaaraao Sock not entiUed a» share in such 
dl vkfcud wg be without Coupon No. 110 attached. 

m Certain holders of Receipts may be entitled upon the fnffUment of certain conditions to reductions to the 
withholding tax i toe applicable to them. The Depositary wHI. if to Its discretion not unduly burdensome and 
Htcm payment of all expens es incuned In connection therewith, take such action as It deem appropriate to the 
cfrcmnstoiwes to assist such holders in availing themselves of such reductions. 

Because of Japanese tax requirements applicable to the Company, the Custodian has been asked to remit to the 
Company, shortly alter 31 October 1098 the excess received by the CwrodSan over B0h of die dividend payable 
andaBocabfc- to ansonmlered Coupon No. 110. 

As a result, persons surrendering Coupon No. 110 after such date will be entitled to receive from the 
Depositary nr any Depositary's Agent a dividend on which a 20K tax withholding rate has been applied md. If 
entitled to a liM tax withholding, will be required (In order to realise such entitlement) to make application to 
the Company for an additional EBk Such application may, cnosjatemiy with the foregoing paragraph, be made 
through the Depositary. 
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banks FRED GOODWIN WAS BEING GROOMED FOR A SENIOR POSITION WITH NA B IN ME L BOU R NE 

RBS recruits Clydesdale chief 


By James Buxton 

Royal Bank of Scotland 
yesterday surprised the Scot- 
tish financial establishment 
by recruiting Fred Goodwin, 
the head of the Clydesdale 
Bank, the Scottish subsid- 
iary of National Australia 
Bank, to be its deputy chief 
executive. 

The appointment makes 
Mr Goodwin, who is 39. the 
likely successor to George 
Mathews on when Mr Math- 
ewson's contract with the 
Royal Bank ends in May 
2002. But Mr Matbewson, 
who is 58. would only say 
yesterday that the appoint- 
ment of Mr Goodwin 
“strengthens the Royal 
Bank's succession plan- 
ning." 

Mr Goodwin, who has only 
been chief executive of Glas- 
gow-based Clydesdale since 
March 1996, and is also chief 
executive of Yorkshire Bank, 
was being groomed for a 
senior position with NAB in 


Melbourne where he has 
spent the past six months 
reorganising the parent com- 
pany’s operations. However, 
he and his wife decided that 
they would prefer to stay in 
Scotland. 

Mr Goodwin was an 
accountant with Touche 
Ross where he was in charge 
of the liquidation of BCCI 
before joining the Clydesdale 
in 1995. 

The Royal Bank said he 
would work closely with Dr 
Mathewson "on strategic 
issues of significance to the 
future of the group." After 
the retirement of Bob Speirs, 
group finance director, in 
October, he will have a role 
in overseeing the group's 
finances, although it 
recently appointed a sepa- 
rate finance director for the 
UK Bank which represents 
two-thirds of its business. 

Mr Goodwin has increased 
profits and sharply reduced 
the cost income ratio at 
Clydesdale, which gave him 



George Matbewson (left) and hte ikely successor Fred Goodwin 


the nickname of Fred, the 
Shred. He has a reputation 
as a cool-headed manager 
who does not suffer fools. In 
the latter respect he has sim- 
ilarities with Mr Mathewson 


who admitted yesterday that 
they were both “straightfor- 
ward, focused and aggres- 
sive." 

Clydesdale, which has now 
had three chief executives 


since 1995. yesterday named 
John Wright, chief executive 
of the Gulf Bank of Kuwait, 
as Mr Goodwin's successor. 
Mr Wright, a Scot, joined 
NAB in 1993. 


Bidders line up for Network Holdings 


By Andrew Edgecfiffe-Jotmsor 

At least two possible bidders 
are lining up for Network 
Holdings, the firm of corpo- 
rate investigators which Is 
among the last vestiges of 
the dismantled Hambros 
h anking empire. 

Fred Hotter, the former 
BZW corporate financier 
who runs Network, is under- 
stood to be preparing a man- 
agement buy-out. At the 
same time. Hambros is said 
to have held talks about a 
possible takeover by Kroll 


O'Gara, the New-York based 
agency. 

It is also believed that 
Mike Comer, the former Cus- 
toms and Excise officer who 
founded Network but 
resigned from the company 
in September 1996. was 
approached by external 
investors interested in buy- 
ing Network, but is not 
involved in any bid. 

Network, which was 
known as Network Security 
until last year, has lost a 
number of senior executives 
in the past two years to 


rivals including Maxima, Mr 
Comer’s new company, and 
the investigative depart- 
ments of several large 
accounting firms. 

Sterl Greenhalgh, a Net- 
work director, is among 
those who have resigned. He 
is joining Risk Advisory 
Group, a break-a way group 
formed by most of Kroll's 
former London office. 

Network has filed no 
accounts so far this year, but 
its accounts for the year to 
March 1997 show a sharp 
fall-off in operating profits 


Trom £2.54m ($4.18) to 
£L.09m. At the time, it 
reported net assets of £4.4m. 

Its security and loss pre- 
vention consultancy divi- 
sion, which employed 57 
people, suffered the largest 
fall in pre-tax profits, from 
£l.69m to £438.000 in the 
period. 

Network, whose activities 
range from debugging work 
to pre-employment screening 
of individuals, forms part of 
the Hambros Investment 
Group. This is due to pass 
into the hands of Investec. 


the South African fivtanrial 
group which is paying £472m 
for the rump of Hambros. 

. once that takeover 
becomes unconditional. 

The shake-up among the 
largest investigative firms in 
the UK has also encom- 
passed Ciex. whose co-found- 
ers Michael Qatley and Pat- 
rick Grayson have split. 

The industry has also 
made efforts to shake off its 
secretive “gumshoe" image, 
and to present corporate 
investigators as mainstream 
corporate advisers. 


Virgin 
buys rest 
of Our 
Price 

By Jonathan Ford 

Richard Branson’s Virgin 
Group will today take ftiD 
control of Virgin Our Price 
by acquiring WH Smith's 75 
per cent stake in the UK's 
largest music retailer for 
£145m (5239m). The deal 
ends speculation about the 
future of the 317-strong 
rh*<n, which has been up for 
sale since last October when 
WH Smith declared it was no 
longer a core business. 

It also allows Mr Branson 
to regain control of the Vir- 
gin Megastore brand in the 
UK and Ireland. In 1991 be 
sold 50 per cent of the busi- 
ness to WH Smith. Virgin 
tried to buy WH mith's stake 
for a reported £135m last 
year, but was rebuffed 
because the price was j 
deemed to be too low. | 

Had Virgin not bought the 
stake by next summer, 
WH Smith could have 
acquired Virgin’s 25 per cent 
holding at a pre-agreed price 
and sold it on to a third 
party, who would have had 
the right to use the Virgin 
name far 22 years. 

Virgin Our Price com- 
prises 83 Virgin Megastores 
and 229 Our Price outlets. It 
Is understood to have made 
operating profits of about 
£l7m on sales of £500m in 
the year to April 1998. 

Virgin Entertainment, 
which owns the group’s 
interests in rfnwnag and its 
overseas retailing, is buying 
the stake, backed by a £300 m 
bridging loan from Bankers 
Trust and Goldman Sadis. 
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Railtrack 


Welcome to a new breed; the • . • - ■ 'v-~ i . 

Seudo-utility. Railtrack s 

£ares have soared this year fggggg*- - V 

and are now on on a market 

rating. The market wants to ' “ — — U 

believe that, like BAA. Rail- 1Bfl f 

track is now a growth stock. jL - 

It may be right Cost-cutting ^ I • 

should help to ensure IT 1 

double-digit earnings growth 148 j£L — X — 

tor the next couple of years. j y A 

Thai there is the potential 120 — — aJ- — — ■ 

from the high-speed channel _ f 

ti.nTirf rail link and the pros- 

pect of Rail track's involve- ( 

meat in the London Under- 60 

ground. Analysts are 19W - • 

ascribing a £500m present amxtxxnmxr v..: 

value to the former project. . ... 

qf ^nmiTYp only conservative revenue growth. Add to this the 
growing hope that the next regulatory review wjQl not be too 
tough, and it is easy to see how Railtrack has escaped a dull 
utility rating. 

Scottish Power 

Missed out on the gravity-defying run in Orange and Voda- 
fone shares? Never mind, there is still time to play Scottish 
Power. An exaggeration perhaps, but something approach- 
ing this sentiment spurred Scottish Power's shares on 14 per- 
cent as the company reminded the market of its fledgling 
telecommunications business. Scottish Power gets full 
marks for timing , but the market may well regret its exuber- 
ant response. Scottish Power's telecoms division is a collec- 
tion of businesses. In Scotland, it has a broadband 
long-distance network similar to Eneigis. It also has call 
centres, h^nriLps the telecoms needs of 400 corporate custom- 
ers and has an internet service provider. 

The business has grown fast and is already profitable. Bat 
getting from there to the valuations bandied about of £lbn- 
£L5bn looks optimistic. On an enterprise value of £ltm the 
business would be worth about five times forecast sales, or 
nearly seven times the capital invested in it- True, this Is 
still at quite a discount to Energis, which trades on around 
nine times forecast revenues. But Energy's market is far 
bigger than Scottish Telecom's. Scottish Telecom can still 
access English customers by leasing Energls's lines, but this 
is less profitable than the income it gets from owning the 
network. The big prize would be if it could persuade the 
English homes it already supplies with water, electricity or 
g as to take telecoms too. Telecoms, though, is a far more 
competitive market The tartan appeal may fide south of the 
border. 


Approaches made to PowerGen I Berkeley defies sector gloom 


By Arkady Ostrovsky 


Several utility companies 
are understood to have 
approached PowerGen, 
Britain's second largest fos- 
sil fuel generator, about pur- 
chasing a power station. 

PowerGen has offered 
to sell a 2.000MW power 
station, about 20 per cent of 
its coal-fired capacity, to 
reduce market share and 
help smooth the way for its 
agreed purchase of East Mid- 


lands. the country’s third 
largest regional electricity 
company. A sale could real- 
ise up to £500m (5820m). 

John Devaney. head of 
Energy Group, which was 
taken over by Texas Utilities 
earlier this year, is believed 
to be one of the potential 
bidders. 

Others include Mission 
Energy, Florida Power and 
Light, Entergy, the US elec- 
tricity companies, as well as 
Southern Electric, the last 
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independent UK regional 
power company. 

It is understood that 
PowerGen will this week 
appoint the bankers for the 
sale, which Is expected to 
raise £40Gm-£500m. 

Analysts said the most 
likely power station 
to be put up for sale was 
Ferrybridge in West York- 
shire. Last month, PowerGen 
agreed to pay Dominion 
Resources of the US £i.9bn 
for East Midlands, in a deal 


QBTWlt 

payment (M 


which could create one of 
the UK’s biggest energy 
groups. 

PowerGen is also negotia- 
ting a merger with Houston 
Industries of the US. which 
wonld create a group with a 
current combined market 
value of SUObn. The govern- 
ment said that it wanted 
National Power and Power- 
Gen. to dispose of between 
4, 000 MW and 6.000MW. as 
part of a series reforms to 
increase competition. 


By Jonathan Guthrie 

Berkeley Group, the UK's 
largest housebuilder, yester- 
day predicted a soft landing 
for the housebuilding indus- 
try as a result of slowdown 
in sales this year. 

The forecast defied a 
decline of about 20 per cent 
in the share prices for 
quoted housebuilders over 
the past month. One analyst 
said Berkeley's comments, 
which came as the company 


announced record profits, 
showed market concerns 
about the sector were over- 
blown. “The market is 
anticipating a 40 per cent 
profits downgrade, which is 
a Doomsday scenario," she 
said. 

Tony Pidgley, managing 
director of Berkeley, which 
maintained profits during 
the last housebuilding down- 
turn, said that a gentle fall 
in sales growth this year 
would be followed by a 


recovery in spring of 1999. 

He predicted that prices 
would rise 3 to 5 per cent 
daring 1998. compared with 9 
per cent in 1997. 

Mr Pidgley said Berkeley's 
sales in toe first six months 
of this year were 10 per cent 
lower than company fore- 
casts, but that the fafilng-off 
had averted a more dramatic 
Slump later on. 

He said that a recent quar- 
ter point rise in interest 
rates to 7.5 per cent had only 


marginally damaged 
demand. 

Berkeley yesterday 

unveiled a 33.6 per cent rise 
in pre-tax profits to £1 00.3m 
($165,501) in the year to April 
30. This was well ahead of 
expectations, prompting ana- 
lysts to raise profits fore- 
casts for 1998-99 some £5m to 
£115m. 

Nevertheless, pessimism 
about prospects for the sec- 
tor prompted a aoVip foil in 
the shares to 585p. 
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By George Graham 

Barclays, the UK bank, 
yesterday reshuffled its top 
management committee 
after the abrupt departure of 
two of its most senior execu- 
tives. 

Fred Grauer. co-chairman 
of Barclays Global investors, 
the index tracking fund 
management division, and 
Richard Reay-Smith, chief 
executive of UK retail bank- 
ing, both decided to leave 
Barclays. Neither bas Indi- 
cated future plans. 

Pattie Dunn, Mr Grauer 's 
co-chair at BGL will join the 
group executive committee. 


as will Elizabeth Wade, 
director of corporate commu- 
nications for the group. 

Barclays reorganised its 
businesses into four divi- 
sions just three months ago, 
splitting its UK business and 
retail banking operations 
and grouping them with sim- 
ilar international businesses. 

Gary Hoffman, deputy 
chief executive of UK per- 
sonal banking, wifi become 
chief executive of UK retail 
banking, reporting to Mr 
Varley. Bob Potts, chief exec- 
utive of Barclaycard, who 
previously reported through 
Mr Reay-Smith, will now 
report directly to Mr Varley. 


By Virginia Marsh 

RPC, the packaging group, is 
to become Europe's second 
largest plastic cup producer 
with the purchase of a Ger- 
man disposable packaging 
business. 

It Is buying the dispos- 
ables operation of Gizeh 
from Deutsche BeteDlgungs. 
the venture capital com- 
pany, for DM47m ($26 m) 
including debt 

The business, which has 
plants in France and Poland, 
has annual sales of about 
DMSOm and made operating 
profits of DM(L5m last year. 
It will he merged with RPC's 


Tedeco disposables business 
and run from the Nether- 
lands. 

Ron Marsh, chief execu- 
tive. said the plastics pack- 
aging market in Europe 
remained fragmented and 
the group's strong presence 
on the Continent meant it 
was “ideally positioned" to 
lead consolidation. 

The group also unveiled a 
47 per cent rise in pre-tax 
profits to £i5.5m (82S.6m) on 
turnover up 86 per cent at 
£240m for the year to March 
31, reflecting the contribu- 
tion from CPE. the German 
group RPC bought in Janu- 
ary 1997 for DMiflQm. 
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Milan, Corso Matteotti 5 

Property of Banco Monte dei Paschi di Siena S.p.A. 

Servizi Immobiliari Banche - S.l.B. S.p.A. has been given ihe (ask ol promo- 
ting the sale of the building located in Corso Matteotti 5, Milan, as is and in its present 
legal status. The building is located in a prestigious position between Piazza San 
Babila and Piazza della Scala, and is part ol a larger complex buill according to a desi- 
gn by the architect Lancia in the early 1930s, The Building has six above-ground floors, 
plus a basement level and a mezzanine floor, with an inner courtyard with vehicle 
access Irom Via MonlenapoJeone, 1. With the exception of the areas of the budding for 
commercial use an the ground and mezzanine floors, and the apartment located on 
the third floor (occupied without contract), the building is completely vacant. 

Interested parties should present fulfy secured purchase offers, by 12:00 noon on 
July 31. 1998 via registered letter with return receipt sent to Servizi Immobiliari 
Banche - S.f.B. S.pA in Milan, Via Verziere n. 13. 


Procedure for presenting offers: 

_ indicate the purchase price for the entire 

complex, specifying payment dates and 
methods; 

• indicate the offer's term of validity, which 
should be no less than 45 days starting 
from July 31, 1998; 

• provide a bank declaration that an irre- 
vocable time deposit has been made up 
to the date the oner is expected to expire, 
in favor ot Banca Monte dei Paschi di 
Siena S.pA for a sum no less than T0% 
of the price oflered; 

• declare that the offering party is intere- 
sted in buying solely on its own behalf 
and not on behalf of a person or com- 
pany to be indicated later; 

• attach a declaration of consent to per- 
mit Servizi Immobiliari Banche - S.I.B. S.pA to process the offeror's personal data 
and transmit it to the Owner in compliance with Italian Privacy Law 675/96. 

Offers presented will be submitted to Banca Monte dei Paschi di Siena S.p.A., for 
the necessary evaluations. Acceptance will be notified by registered latter. If there are 
a number of otters, the Owner reserves! the right to invite the offerors, via a registered 
letter explaining how to raise bids, to a meeting the date of which shall be therein indi- 
cated, where higher offers can be made within the framework of a competitive bidding. 
The premises can be examined by appointment, confirmed via fax sent to Servizi 
Immobiliari Banche - S.l.B. S.pA of Milan - Sales Management Office. 

This announcement is not a public attar pursuant to Art. 1336 of tfw teakan CM Code. Thus, receipt of 
offers invotoefi A 0 otibgadon to sell to said offerors, nor does it give mem any rights tor any reason, induftng 
the right to brokerage or advisory fees, even where the offer la accepted. The provisions of the Italian 
announcement wiH prevail over any other advertisement In a foreign language m foreign newspapers. 

This amouncsmem and the sales process are governed by Italian law. 


Fuff documentation about 
the building is also availa- 
ble on-line at the following 
internet address: 


SIB 


via Vtetziere. 13 - 20122 Milan 
Tel. (+39) 02-77.831 
Fax (+39) 02-77.83.217 
E-mail Sales Office: 


llllkawlr MTICE TO HOLDERS OF 

SOUTHEAST BANIONG CORPORATION 
Rowing Rat* Sutxxdnartad Notes 
Dua 1996 

CUSJP Number 841338 AE6 
Floating Rate Subordinated Capital 
Nock Due 1997 
CUSP Number 841338 AF3 
(CoHecHvelK Bn H Notu*) 

U S. Bank Trust National Association (0k/i Fra Trad of New York 
National AsiodMwol senes as bodeoam trustee far holders of the Notes. Tl«i* 
is 10 tfxbu NoteiwMen as 10 certain developments in tihe bankruptcy pro- 
ceeding 10 Southeast Banking Corporation t'SBCTV 

Charge of Chapter 7 Trustee. Tbe Chapter 7 Trnsee for SBC bad been 
WiUam Brandi, who resigned on March 31. 1998. The new Chapter 7 Trustee 
is/eflrcy Sack. Esq 

InlacraUlor t-IHg-tiM. In addition to the Notes and certain sobonhnai- j 
ed securities SBC had issued other debt mstrumenc lihe “Chase Note*"). AD I 
prizttrnt) of tbe Quae Note* has been itpnrd. as hm aD merest dm MifJ 
thrrajth the date SBC filed bankraptcy, Chase Man h att an Bank rCtae“) b 

indennire Erasuae for tbe tntdera of the Gaisc Notes. Oiase contends dm told. 

ere of Ctoe Nats are also ratitfcd to be paid aU intern* tbs has aecrued at 
■far Chose Notes after SBC filed bankruptcy {apfrounardy MO milpan to 
date) prior lo Notebotoen receiving a farther aj^eried ro the 1 1* Cmruir Fed- 
eral Dart of Appeals. 

Written pleadings have been subnrinod n that cam. and oral atpuneoB 
were beard before ihai comt on February 13. 1999. Uk. hank caanot ptoSa 
die timto* or resale of the court's dec&oa. If" the conn rejects the Chase argu- 
nwjtL Chase nqy appeal tins to the U.S. Supreme Coon- further delaying a 
final resolution of du nonet 

FDIC Lkjgaihm. Tbe Chapter 7 Thuue bad intoned against the 

Federal Deposit Insurance Corporation (the “FDfCT. aDegfag among ether 
dans thaz ttxr FDIC lad prc ai re acimJ control of Southeaa Bank. N A. 
thereby foRMOfi d* bankruptcy of SBC Hie Bankruptcy Com recently 
approved ■ aetdemeu of tta Hrigarioo. Tbe prior Chapter 7 Trattoe WZUiam 
Brandi bas «»««««* dad dm uxlenea. could result in between SI 50 - Si 5.1 

MUBon dollars in recoveries to the anditers of SBC Tbe nbiinate amoura dm 

will be BHifeftie fbr the ensftan is unefcer. os cento assets am na&pildaiaii 
and certain Sabi hoe* a ft c o nd u g M. ... 

Foerth Interfea Distribntioa. Tbe new Chapter 7 Trustee has informed 
CAS, Bank dm he bnadi w seefcapproraf fnm the Bankruptcy Court to make 
a fourth interim dwribmioa to Notdulden. Chase ouy contest any proposed 
djaribunoa for (be reason? desnfted in Section 2 above. Tbe amount that 
coaid be tfistdanof is uncertain at *f i date, due to the potential need tar 
KStt«es far the antafan Irabtluka of SBC and other chins. Nwdralden win 
be unified when the dining, amount, and method of this dhtribunon has been 


http^Avww^lb-spaxom Servtd hnmoMEiari Banche business^ slb-spa.com 


US. Bank Tnm Nattered Association 
Corporate Treat Services 
ISO East fifth Street — State 200 
' Sl Pul. MN 55101 

with qneaiom aqv ifirecr c or rcsn nn i Vn cc to Mjrv Waloch a 
the above address. 

(IS. BANK TTWST NATIONAL ASSOCIATION 

July B, 1998 ai/ndenaur Tntrcre 


This announcement appears as a matter of record only 

We are pleased to announce 
the final closing of our new fund 

SIPAREX SPF II 

A closed-end private equity investment fund 

FRF 600,000,000 

The fund will take minority stakes in private medium-sized 
fast growing French companies 

Main subscribers are: 

BANCBOSTON CAPITAL fUSA) 

CAISSE NATIONALS DE PREVOYANCE (F) 

CAISSE DE RETRAITE DU MOUVEMENT DESJARDINS (CDN) 
ECUREUIL VIE (F) 

GENERAL ELECTRIC CAPITAL (USA) 

CAISSES D’EPARGNE GROUP (F) 

ROYAL BANK OF SCOTLAND GROUP fUK) 

SHORT BROTHERS PENSION FUND (BOMBARDIER GROUP) (CDN) 

SIGEFI 

(Management Company of the SIPAREX Group) 

139 rue Venddme 166 roe du Faubourg Saim-HononS 

69006 - LYON - FRANCE 75008 - PARIS - FRANCE 

Phone: 33/4 72 83 23 23 Phone: 33/1 53 93 (p 'in 

Fax: 33/4 72 83 23 00 Fax: 33/1 53 93 02 30 

May 1998 















AUayMiSTiMt&v 
BsnBeckicCapCrp 
OMKomtoatt 
CradLucal da France 

Bayar^S WttBk 
Cnd Funder Fme 
Euro it? Bank 
Ml An HUM 


Rad 

Mi 

Chm>) 

SAP 

nne 

Rtf 

pnea 

Btf 

1» 

Oaf 

Ehoe 

1“ 

■art Spnad 

cM » 
J* tea 

ms 








D3JOB 

5750 

NM 

106.470 

423 

4001 

-Oil 

*005 

own 

5250 

m 

103250 

420 

*0.02 

-Oil 

-004 

0508 

5-000 

M 

100230 

483 

+0.01 

-009 

*009 

0608 

5275 

AA- 

101320 

424 

*004 

-009 

4010 

0203 

4275 

M 

101.130 

429 

+002 

-018 

*010 

1004 

5.500 

AM 

1M210 

4.85 

-021 

-0 30 

*012 

0408 

5250 

AM 

102270 

425 

*005 

-Oil 

*011 

0406 

5250 

AM 

101260 

510 

*022 

-018 

*026 

0701 

5200 

A* 

101282 

442 

*012 

-000 

*0.16 

0304 

8275 

A 

116730 

511 

*002 

-017 

*058 

0404 

5250 

AM 

101060 

445 

+002 

-015 

-028 

0407 

6275 

AA- 

101370 

516 

*020 

-0.10 

*038 




















34 


FIN AN ClAL TIMES 


WEDNESDAY JULY 8 1998 


Fall in dollar weighs on prices 


Bf Emflcs Teranoo to London 
w^vraam Lewis to Hew Tort 

He Call in the dollar a gainst 
the yen, driven on height- 
ened prospects of fiscal eas- 
ing in Japan, weighed on 
prices yesterday. 

Reports that Japan’s Lib- 
eral Democratic Party were 
in the last stages or discus- 
sions over a permanent 
income tax cut triggered sell- 
ing in markets already cau- 
tious over the extra supply. 

The Dutch government 
raised FI 4-lbn through addi- 
tional sales of its 10-year 
band, while there was some 
selling ahead of the DM12bn 
auction of the new German 
10-year benchmark today . 

Concrete details on a pos- 
sible tax-cut in Japan are 


unlik ely to be announced 
until alter the upper house 
elections on Sunday. 

Ryutaro Hashimoto, 
Japan's prime minis ter, is 
scheduled to visit Washing- 
ton this month and is likely 
to announce a tax-cut pack- 
age ahead of his trip. 

In Japan, JGB prices were 
affected by the launch of 
more than Y200bn in corpo- 
rate bonds, while US Trea- 
suries were led by the dol- 
lar's movements against the 
yen, 

“With little news coming 
ont of the US, people have 
little to go on except things 
like the Japanese tax-cut," 
said Graham McDevitt, head 
of global bond strategy at 
Paribas. 

US TREASURIES moved 
lower in morning trading as 
the market continued to 


focus on the foreign 
exchange markets and the 
prospects for Japanese bank- 
ing reforms. 

By late morning the 
benchmark 30-year band was 
down & at 107ft, yielding 
5.597 per cent while the 
10 -year note lost ft to 101£, 
yielding 5.417 per cent 

Treasuries were also 
affected by profit-taking by 
investors following a rally in 
the market on Monday after- 
noon that saw the yield on 
the benchmark 30-year Trea- 
sury close at 5.572 per cent 
the lowest level since auc- 
tions of 30year bonds began 
in 1977. 

In a quiet day for eco- 
nomic data, the TM/Schro- 
ders retail chain store sales 
Index rose 0.3 per cent in the 
week ended July 4 from the 
week before. 


INTERNATIONAL CAPIT AL MARKETS 

RBC and 
Koch in 
strategic 
alliance 


UK GILTS retreated as 
uncertainty over the Bank of 
England’s meeting on inter- 
est rates cast a shadow on 
the market 

While recent economic 
data show a conflicting pic- 
ture of the UK economy, last 
month’s rate rise took many 
economists and investors by 
surprise, adding to the cau- 
tiousness. 

“If interest rates don’t go 

up, there wffl be a sigh of 
relief, but that will be 
short-lived as people will be 
looking to the next meeting 
in August,” said Jonathan 
Loyues, UK economist at 
HSBC. 

The September 10-year gilt 
future settled down 0.28 
points in volume of 44,000 
contracts. In the cash mar- 
ket, the spread between the 
benchmark gilt and bund 


contracts widened slightly to 
121 points as the continued 
weakness in starling trig- 
gered some selling in 
short-term paper. 

GERMAN BUNDS were 
hardly affected by economic 
data released yesterday, but 
eased later on profit-taking. 
The June unemployment 
rate fell to 10.5 per cent from 
10.9 per cent in May. 

Traders said same of the 
figures had circulated 
around the market last 
week, and did not present 
any surprises. Industrial pro- 
duction in May, meanwhile, 
rose by 09 per cent from a 
mouth earlier. 

The September 10-year 
bund future finished down 
ail points at 10082 after hit- 
ting an intra-day record high 
of 109.06. Volume totalled 
103,000 contracts. 


Global first by 
Landesbank 


WTKNATTO^MWpS 

By Jeremy Grant 

Landesbank Rheinland -Pfalz 
made the first offering by a 
German state bank of a 
global pfandbrief issue with 
a seven-year. DM2bu deal co- 
lead managed by Goldman 
Sachs and WestLB. 

The deal, the bank’s larg- 
est debt offering, carried a 
coupon of 45 per cent and a 
re-offer price of 98.993 per 
cent. It was priced to yield 10 
basis points over the May 
2005 bund contract 

Global pfandbriefe are a 
subset of jumbo pfandbriefe 
marketed globally. The bank 
Chose the format because it 
expects the introduction or 
the euro to give further 
impetus to investors to con- 
sider the pfand brief market 
in their overall investment 
strategies. 


WORLD BOND PRICES 


A banker close to the offer 
said Investor response was 
particularly strong In Ger- 
many, with a significant 
amount also sold into the 
US. Investors want quality 
with a bit of spread but with 
very good liquidity,” he said. 

ARGENTINA braved the 
gloom in emerging markets 
with a bold seven-year 
DM750m issue targeted at 
retail Investors led by Bayer- 
Ische Landesbank. 

It was priced to yield 345 
basis points over the bench- 
mark bond, with the spread 
widening two basis points 
towards the end of the day. 

“It was their intention to 
show that they could come 
to the market when condi- 
tions are not that good,” said 
one banker. 

ROTHMANS, the tobacco 
concern, pursued the refi- 
nancing of about fibn In 
bank credit lines via funding 
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vehicle R&R Finance with a 
seven-year DM500m issue, 
which bankers said was sub- 
stantially oversubscribed. 

It was launched to yield 93 


basis points over the bench- 
mark bund, and was bid at 
around 90 basis points by the 
close. Germany led strong 
demand from Europe. 


The deal, led solely by 
ABN Amro, was the second 
tranche of a refinancing pro- 
gramme started two months 
ago with a dollar issue. 


By Scott Morrison to Toronto 


Royal Bank of Canada and 
Koch Industries are to form 
a strategic alliance to mar- 
ket their energy-related trad- 
ing a nd derivatives products. 

The bank’s global markets 
trading division, recognised 
for its foreign exchange 
operations, will benefit from 
Koch’s presence and exper- 
tise in commodity deriva- 
tives trading. 

Koch, the second largest 
privately held company in 
the US and a leading com- 
modities derivatives trader, 
will benefit from Royal 
Bank's marketing, distribu- 
tion and client base of 10m 
in 36 countries. 

Its Canadian subsidiary is 
involved in oil and gas explo- 
ration, production and mar- 
keting, commodity deriva- 
tives and industrial 
manufacturing. 

The alliance will enable 
Royal Bank's global markets 
trading arm to expand ser- 
vices offered to clients as 
well as to compete more 
effectively on pricing. 

Royal Bank said that 
ali g nin g itself with Koch, 
rather than building its own 
energy-related derivatives 
trading arm, would enable It 
to provide new products 
quickly to exploit the mar- 
ket’s potentiaL 
As a result. Royal Bank 
said it would be in a position 
to service large clients, such 
as energy producers and air- 
lines. It declined to specify 
the value of derivatives trad- 
ing the alliance was expec- 
ted to generate. 

John Cleghom. Royal 
Bank's chief executive, said 
Koch’s energy and weather 
derivatives trading expertise 
complemented the Canadian 
bank's foreign exchange 
operations, market analysis 
and ftnanrriai engineering. 


Moody’s says 
Russia may 
need more aid 


By Jeremy Giant 


Concern grew yesterday ova 1 
the possibility of Russia 
defaulting on its local 
short-term debt, with 
Moody's Investors Service 
predicting that Moscow 
would need more Interna- 
tional Monetary Fond help 
than previously thought to 
prop up its finances. 

The government is strug- 
gling with a widening bud- 
get deficit and the burden of 
high interest payments on 
borrowings made in the local 
debt market 

In addition, investor senti- 
ment has soured further 
after weeks of turbulence on 
Russian mar kets and the 
absence of a long-awaited 
IMF funding package. 

David Levey, a senior offi- 
cial in Moody’s sovereign 
risk department, told Reu- 
ters Russia may need up to 
$20bn in assistance towards 
rolling over its debt Previ- 
ous estimates of Russia's 
needs have been between 
SlObn and $l5bn. 

Moody’s maintains a low 
rating on Russia’s local gov- 
ernment debt because of a 
risk that it may not be able, 
to roll over that debt 

It rates Russia’s rouble-de- 
nominated debt at B2 and its 
foreign currency debt at BL 
Mr Levey said this reflected 
the possibility of a default 

It was vital to improve 
Russia’s finances to avoid a 
spill-over effect into central 
and eastern Europe, where 
some countries had escaped 
the worst impact of a slump 
in emerging market condi- 
tions. Mr Levey said. 

Analysts say Moscow's 
problems are intensifying as 
it has been unable in recent 
weeks to raise sufficient 


funds through local govern- 
ment bond auctions to 
finance a slew of redemp- 
tions on existing bonds. 

Vladimir Voloboev, eccaw* 
mist at Credit Suisse First 
Boston in Moscow, said 
weekly redemptions were 
costing the government Jlbn 
to $1 Jhn a week. 

However, investors are 
deserting the regular govern- 
ment bond auctions on per 
ceptions that the interest 
rates being offered are not 
enough to offset current 
risks. 

“There must be a resolute 
effort from the authorities to 
break this vicious cycle.” 
said Mr Voloboev. 

The squeeze on its ability 
to raise funds locally has 
forced Moscow twice to seek 
funding on the international 
capita] markets in recent 
w.’c ck ^- 

In addition, analysts see 
the risk of widespread 
defaults on forward dollar 
deals between Russian 
banks and their western 
counterparties. 

The risk of that occurring 
is higher, the analysts say, 
with investors growing jit- 
tery over the fate of the trou- 
bled large Russian bank, 
Tokobank. It has failed to 
find a buyer and is believed 
to have been a significant 
participant in dollar forward 
deals. 

However, yesterday the 
IMF said it would move as 
quickly as possible on the 
new aid package provided 
agreement could be reached 
on economic reforms. 

That helped pare losses in 
Russia's dollar debt market 
but it still sank to record 
lows as investors grew 
Increasingly wary over the 
fate of the aid package. 
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Pound dips again before bank vote 


M^KETSREPORT 

By DanM Dombey 


£ 


The pound slid a little 
further against the D-Mark 
yesterday, an the back of the 
markets' belief that the 
Bank of England will proba- 
bly not raise interest rates 
tomorrow. 

By the end of a t hinl y 
traded day In London, ster- 
ling stood at DM2.973, half a 
pfennig weaker than the day 
before. Late last week, 
before a recent bout of 
gloom about the possibility 
of a recession, the pound 
was at DM3.02. 

The bank’s monetary pol- 
icy committee will have to 
contend with data showing 
both deteriorating conditions 
in the UK's manufacturing 
industry and increasing 
price pressures across the 
country as a whole. The 
plight of Britain's manufac- 
turers has won more atten- 
tion in recent days. 

“The clamour against a 


rise in interest rates Is get- 
ting louder and louder,” said 
Tim Fox at Standard Char- 
tered in London. “The politi- 
cal pressure the MPC is 
under is enormous, which 
makes things potentially 
very choppy for sterling." 

The D-Mark was also 
helped by German industrial 
production data marginally 
above expectations. The lat- 
est seasonally adjusted fall 
in German unemployment 
provided additional evidence 
that Germany's recovery, 
while not overpowering, was 
broadening. 

The pound also edged 
down against the dollar, end- 
ing at $1,640, compared with 
$1-647 the day before. Dollar 
trading has been light this 
week, partly because no very 
market-sensitive US statls- 
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tics are expected before June 
producer prices on Friday. 

■ UK interest rate expecta- 
tions bave already shifted 
several times in the last few 
weeks - most notably in the 
wake of the MPC’s most 
recent rate increase, which 
took the markets by sur- 
prise. Sterling rises and fails 
have resulted. 

The speculation is set to 
continue. The August MPC 
meeting discusses data for 
the Bank's annual inflation 
report and may produce a 
more definitive verdict on 
interest rates than will 
tomorrow’s vote. 

However, Brian Marber, 
an independent technical 
analyst, argued that sterling 
stOl looked strong as long as 
it held up above DM2.96. 

“At the moment, neither 
the pound nor the dollar 
looks bad against the conti- 
nentals,*' he said. 

■ The prospect, real or 
imagined, of permanent tax 


Dollar 

Against the yen p par!) 



cuts in Japan has pushed the 
yen one way and another 
over the last few days. 

First Ryntaro Hashimoto, 
the Japanese prime minister, 
appeared to hint that such 
cuts were attracting his 
active consideration and the 
yen strengthened. Then he 
denied he was contemplating 
cuts and the currency fell. 
Yesterday. Hiromu Nonaka. 
a senior official of the ruling 


Liberal Democratic party, 
reportedly said Mr Hashi- 
moto did clearly refer to per- 
manent tax cuts after all. 

The yen rose, to Y138.4 to 
the dollar, compared with 
Y140 the day before. 

"The market always loves 
tax cuts, but it's not clear 
that tax cuts are what Japan 
really needs now," said Marc 
Chandler at Deutsche Rank 
in New York. 

Comments by Robert 
Rubin, US treasury secre- 
tary, also buoyed up the yen, 
although they were essen- 
tially a repetition of his ear- 
lira* calls for a fiscal stimulus 
in Japan. 

But the market was 
largely untroubled by Japa- 
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nese polls which suggested 
that the LDP might fail to 
win a majority in elections 
to the country's upper house 
this Sunday. 

“The yen should make the 
most of this quiet period 
before the elections.” said 
Alison Cottrell at Paine Web- 
ber. "After that, it could get 
a lot better or a lot worse." 

■ The rand continued its 
partial recovery yesterday, 
amid profit-taking and a 
slight increase in interest 
rates. But trading remained 
thin and analysts warned 
that the currency remained 
vulnerable. 

Yields on Russian GKO 
bonds Jumped 23 percentage 
points to 113 per cent. In a 
sign of mounting pressure 
on the rouble. This came 
despite an announcement 
that Russia hoped to resolve 
its differences with the Inter- 
national Monetary Fund this 
week over a possible support 
loan of $L0-$l5bn. 
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-24 


220702 

-937 

239 - 1B6 

221754 

219656 

- 

- 

- 

- 

. 

- 


513536 

-03424 

978 - on 

-■a-SMK 

56.1189 

565607 

-45 

56537$ 

-24 

573496 

-15 

- 

675804 

-0591 

099 - 600 

68.1850 

673990 

625536 

-173 

705775 

-195 

711655 

-117 

- 


ISA 


M 

TO 

TO 

flfcwPeW 

(9 


89899 - 996- 999 

1.1587 +89006 5B6 - 588 
14719 +80006 718- 721 
89535 -8012 510 - 580 


127790 

374540 

fiftWi 

89900 

19170 

304400 

1.3025 

1709.75 

374540 

20181 

7.7190 

185950 

154900 

81050 

15280 

19422 

19938 


19000 

1.15B5 

1.4730 

89570 


Hoag Aug 


Mabysia 

MnZodmd 


Sami Arabs 
9pm 
Stub Abba 
Sadb Kara 
Taken 
Tferted 


TO 
OKI 
TO 
PA 
ffl 
m 

MS) 

(Pan) 41-3000 
TO 
TO 

(Mm) 

TO 


19111 -0911 100 - 121 

7-7477 +80004 472 - 482 
424700 -8005 550 - 850 

MOT -09018 837 - 718 
138J6S -1585 340 - 390 

4.1528 -09347 480 - 575 
1JT44 -09257 131 - 1ST 
-818 000-800 
3J51D +09002 508-512 
19875 -09265 680 - 890 
-836 000 - 200 
-85 300 - 800 


i u 9m mm A« Stag rate cuMM kr A MU tan* Ba mama no = ioa u> 
■ to Oat b kAdhremRcm 


19273 
7 JOB 
424950 
39719 
148150 
4.1800 
19402 
415500 
17515 
17130 
84550 
111390 
383500 
417500 

tSSR AireSki JUG UHbtntliaAbUMAainHM 
Jre ft Bn MSV lMVioa n. Uto. an m wu wd IM AhUiliki 
■Wa Sara abet m unail Dr is FT 

nr uoA rend m w wa m ■» aMA ip Ba umi ■ MWAreurx 


81100 

134590 


34-3550 -80755 300- 800 


419000 


-82 000- 000 


127240 

37.3130 

COM 

5.4965 
89834 
19066 
303960 
1.3873 
178195 
379130 
^ Iran 

79646 

185900 

151590 

80829 

19215 

19335 

19885 


D9BB7 

1.1584 

1.4698 

80490 


19096 

7.7470 

424300 

1BG30 

138930 

4.1465 

19104 

419500 

17507 

19850 

80660 

134190 

3492S0 

419500 


127282 

25 

126849 

20 

125229 

16 

1010 

373175 

15 

37.192 

20 

367075 

15 

1024 

6537 

15 

6877B 

15 

17985 

15 

1045 

24094 

20 

24016 

20 

14123 

t9 

805 

60652 

21 

65439 

2f 

16633 

15 

1054 

1509 

21 

15027 

21 

1.7785 

19 

103.7 

30433 

-6.7 

30116 

-65 

31953 

-65 

619 

13886 

0.7 

13877 

05 

14002 

-at 

- 

178433 

05 

17829 

06 

17626 

13 

757 

373175 

15 

37.192 

20 

317075 

15 

1024 

?tr*n 

22 

lira 

22 

20046 

19 

1015 

75095 

15 

75795 

05 

75516 

05 

947 

18535 

13 

184569 

1.4 

10252 

15 

625 

153 557 

15 

1523 

13 

151435 

15 

7B5 

10646 

1.4 

10451 

1.4 

75588 

1.4 

841 

15202 

14 

15112 

35 

14735 

34 

1045 

1.6373 

19 

15316 

20 

15077 

20 

105.7 

15924 

-15 

15951 

-15 

1.1086 

-15 

: 

1.4708 

08 

171894 

07 

14651 

05 

815 

95755 

-114 

03535 

-175 

105635 

-110 

1117 

15103 

05 

15077 

05 

1507 

09 

107 

77697 

-14 

75Z77 

-41 

17177 

-11 

- 

425 

-121 

4272 

-115 

46565 

-105 

- 

137.735 

15 

13549 

14 

131.1 

53 

1124 

4.1858 

-95 

42728 

-115 

46076 

-no 

- 

15175 

-19 

15229 

-15 

19417 

-1.4 


41519 

-93 

424205 

-T05 

41097 

-115 

- 

175Z7 

-05 

3757 

-05 

1772 

-05 

- 

15907 

-23 

15975 

-24 

1.7288 

-24 

- 

21838 

-145 

62975 

-12J 

16213 

-14 

- 

34515 

-55 

3478 

-49 

•SKS 

-39 

. 

415 

-175 

422 

-184 

48 

-115 



HAdimKh 

iiiAmri 


I G B9 M OHM b> US anacr JP - Sun «UM MEK 
•d tarn M WMBI1HS CUEK SOT A HMIH1D ROE 


WORLD INTEREST RATES 


MONEY RATES 

Jui 7 Owe 

NpM 

on 

imfli 

Tfcae 

An 

5b 

On 

year 

LontL 

A. 

Ob 

rate 

Hew 

nor 


38 

38 

38 

38 

3s 

100 

275 

_ 

franca 

38 

3fl 

3fi 

3S 

JV4 

4.60 

- 

330 

Germany 

33 

38 

38 

3B 

3F 

450 

250 

330 

Ireland 

BW 

0M 

OH 

5.'* 

4b 

- 

- 

6.75 

Daly 

55 

4? 

48 

4* 

4i 

650 

100 

4.92 

Ffc-tbcrtadi 

3W 

Vn 

39 

35 

3^ 

— 

275 

3.30 

SurBaeitend 

11 

m 

2 

21 

24 

- 

1.00 

- 

US 

5» 

51 

5H 

5fl 

5K 

- 

200 

- 

Japan 

S 

Vs 

S 

S 

3 

- 

050 

- 

■ S LIBOR B8A London 








bMnk FbdOg 

- 

5fi 

58 

b 1 * 

Sfi 

- 

- 

- 

DS Dollar CDs 

- 

5.45 

146 

149 

556 

A 

- 

— 

ECO IMed Ds 

- 


u 

« 

4i 

- 

- 

- 

SOR Lfaked Ds 

- 

3S 

% 

3S 

4« 

- 

- 

- 


in t annul u« m UHH dkW uhm rare. M ■ nan. 
Wi»m am to *e Mast Hnr Ran Id COL HU I 3» LMU ftpa* On 

EURO CURRENCY INTEREST RATES 


Start 

term 


7 <*»* 
tubes 


Sa 

nuMbs 


One 



e ' a 
ffi -5*1 


■ HRS aoreiB PKOB RITUIB QUATfJPaita Uerttai Uhnd tA 



Open 

Sen price 

Dmgi 

HP 

LOW 

Est wl 

Qomi to 

Sep 

96380 

96365 

-a 005 

96305 

91360 

2866 

63343 

Dec 

91190 

96.160 

-0.005 

96700 

91155 

3303 

63.142 

■ TORS MONTH BMDMMK FUTURES (UFFET DMIIK ports tA 1004b 




Op* 

SettprtM 

Qange 

Htfl 

Low 

Est wi 

Open ML 

Sep 

98380 

96370 

-0005 

91305 

06365 

58043 

453808 

Dec 

96.156 

91135 

-0510 

96.160 

91135 

49374 

478397 

Mai 

91070 

91050 

-0510 

91075 

91050 

27646 

448582 

JO 

91960 

95540 

5 BIO 

92960 

92935 

10523 

190389 

■ DIE IfOWTlI SnOftURX FUTURES (LffFQ* 

DM3m ports of 100% 




Open 

Sen price 

Change 

rtoft 

Law 

Est vd 

Open lot 

JhI 

- 

91505 



- 

0 

0 


- 

96.470 

- 

- 


0 

0 

■ THREE MONTH BBOURA HITCHES (LFFQ- LIDOOm poMa Ol 10DV 




Open 

Sen price 

Ch30oe 

lOtfi 

las 

Est m 

op® rat 

Sep 

95500 

95500 

+0530 

92G10 

91570 

31904 

187541 

Dec 

91070 

91060 

- 

96570 

91 M0 

7586 

165673 

Mar 

91060 

96550 

• 

91060 

96 040 

3596 

218110 

Jn 

92040 

B2940 


95550 

92930 

519 

55983 

■ UMB MONTH E0R0 MBS HUMS FUTDKS IfFQ SFrlm pgWs ol 100% 



Open 

Sett price 

Quags 


UW 

Eat vd 

Open Hi 

Sep 

97570 

97530 

-0.01 D 

97590 

97400 

18103 

97279 

Dec 

97.760 

97.730 

-0520 

97.790 

07.710 

14640 

51117 

Mar 

97.680 

97540 

-0.020 

97.710 

97 630 

4730 

27360 

Ja 

97500 

97540 

-0530 

97510 

07530 

925 

18163 

■ THIS HHBfTH BNI0TBI FUTURES ftJRE) YlOOm DDMb Ol 10016 




Open 

SeBprfca 

Change 

1*0 

Law 

Est vd 

0 p® ire. 

Sep 

- 

mjq 

-002 

. 

. 

0 

ItfB 

Dec 

9936 

99.26 

-002 

9976 

9976 

300 

nfa 

Mar 


9875 

• 

- 

- 

0 

nfa 

■ lire tom An toM w dpt 






■ TUB MONTH EOBO FUTBEES IFFfi Eculffi pnUa el 100% 




Open 

SMt price 

Change 

«0h 

Low 

Est vd 

Open us. 

Sep 

92 655 

91855 

-0510 

os am 

MBS* 

339 

15812 

Dec 

96595 

91 IDO 

-0505 

BOOBS 

96595 

116 

7326 

Ma 

- 

91050 

-0510 

- 

- 

0 

4720 

Jan 


95540 

-0010 

- 

- 

0 

1830 


■ EllROLBA ORTONS (UFFQ LIOOQsi ports 01 100% 


Skftn 


“ CALLS - 



— HITS - 


Price 

Sep 

Dae 

Mar 

Sep 

Dec 

Mar 

95625 

1100 



1125 



95131 

0.050 

0540 

0560 

□700 

0530 

0060 

95S75 

1025 



0500 




Ett ltd. MU. CA 400 Mil S5. PlMtaB mft area ML. CA 1OTM3 Pn 103522 


CROSS RATES AND DERIVATIVES 


EXCHANGE CROSS RATES 

JM7 Btr DXr ffir 

DM 

IB 

L 

n 

Kr 

Es 

Pta 

SXr 

Sflr 

E 

a 

1 

r 

Em 

Belgium 

m 

100 

18.48 

1126 

4548 

1525 

4777 

5.466 

2058 

4S34 

4115 

2150 

4579 

1531 

3538 

2675 

3702 

2452 

Denmark 

(DW 

54.12 

10 

8.798 

2.624 

1542 

2586 

2558 

11.14 

268.7 

222.7 

11.69 

2208 

0583 

2131 

1.448 

200.4 

1527 

Francs 

(FFi) 

6132 

1157 

10 

2.983 

1.1 84 

2939 

3562 

12.67 

305.4 

2531 

1329 

2509 

1003 

2423 

1546 

2277 

1509 

Germany 

(DM) 

2053 

3511 

im 

1 

05S7 

9855 

1.127 

4547 

102.4 

8457 

4.456 

0541 

0538 

0512 

0552 

7B5S 

0506 

katand 

(S3 

5154 

a586 

0442 

2518 

1 

2481 

2539 

1059 

2575 

2117 

1122 

2118 

0547 

2045 

1590 

1923 

1274 

Italy 

W 

2593 

0587 

0540 

0.101 

0540 

100 

0.114 

0431 

1059 

8.613 

0.452 

0565 

0534 

0.082 

0.066 

7749 

0051 

NsOmrianb 

fFO 

1850 

3580 

2574 

0587 

0552 

874.0 

1 

3.767 

9052 

7128 

3552 

0.748 

0298 

0.720 

0489 

67.73 

0449 

Norway 

Wrj 

4857 

8573 

7585 

2555 

0535 

2320 

2.655 

10 

241.1 

1995 

1040 

1581 

0.792 

1.913 

1299 

1795 

1.191 

Portugal 

(Es) 

20.15 

1722 

3575 

0577 

0588 

962.4 

1101 

4.148 

100 

B25S 

4552 

0522 

0529 

0.793 

0539 

7457 

0.494 

Spa® 

IPCI) 

24.30 

4.490 

3-951 

1.178 

0.468 

1161 

1528 

5504 

120.6 

100 

5250 

0591 

0596 

0557 

0550 

8956 

0596 

Sweden 

(SKit 

4859 

B553 

7525 

2544 

0591 

2212 

2.530 

9.531 

2295 

1905 

10 

1588 

0755 

1523 

1239 

1714 

1.135 

Switzerland 

(SR) 

2452 

4530 

3585 

1.1B9 

0.472 

1171 

1540 

5-048 

121.7 

1005 

5266 

1 

1400 

0565 

(USB 

9075 

0501 

UK 

B 

8131 

1153 

8566 

2573 

1.181 

2929 

3551 

1252 

3045 

7S7J 

1324 

2501 

1 

2414 

1540 

2Z7JJ 

1503 

Canada 

CCSJ 

2558 

4532 

4.128 

1231 

0489 

1213 

1588 

5.229 

126.1 

1045 

5486 

1036 

0.414 

1 

0.679 

9400 

0523 

USA 

m 

3758 

1906 

B57B 

1512 

0.720 

1788 

2543 

7596 

1855 

1535 

8074 

1525 

0510 

1.472 

1 

1384 

0517 

Japan 

w 

2751 

4591 

4581 

1510 

nswi 

1291 

1.477 

5562 

134.1 

1115 

5536 

1.102 

0.441 

1564 

0.723 

100 

0662 

Ecu 


40.78 

7534 

6.629 

1577 

0.785 

1948 

7770 

8596 

2024 

1675 


1563 

0.665 

1506 

1591 

1515 

1 


CM* toner tack Fta. Bnwctn mv. M SaM M pre 19 BOA Ran. To. Gob Un A I 
■ D-kUflK FUTOTB (Ml) DM 125.000 per DM 


I per NO 

■ JAPANESE YB4 FUTOES (M4) Yea l2L5m pa Yen 100 



Open 

UN 

Ctange 

HUP 

Low 

Eli Ml 

Open H 


Opea 

LAB 

Qange 

Ugh 

U>w 

Ex. wl 

Open tat. 

Sep 

05542 

0.5645 

+00008 

0.5549 

0.5634 

18572 

102454 

Sep 

07205 

0.7Z75 

+02073 

Q.72B0 

0.7204 

21.066 

108528 

Dec 

05566 

0.5566 

-0.0001 

05566 

05566 

B5 

621 

Dec 

- 

0.7362 

+0.0064 

arse 

- 

45 

1.414 

Mar 

- 

05592 

- 

- 

- 

- 

70 

Mar 

- 

07394 

- 

- 

- 

9 

1.723 


■ SWBSfBAIICHITHaES(MM)5Fr1 28000 ptrSFr 


■ S 1 SUH HIDRB (HM) EB 2300 per E 


Sqi 

05851 

05610 

-0.0004 05617 

D.GSBS 

11.767 

90674 

Sep 

15308 

1.6324 

+00034 

15330 

1.6276 

29.110 

39504 

Dec 


05665 

06069 

05665 

20 

305 

Dec 

15218 

15240 

+00032 

16240 

15190 

627 

1 554 

Mar 

- 

0.6722 

- 

- 

- 

5 

Mar 

- 

15150 

- 

15150 

15100 

- 

3 


UK INTEREST RATES 


LONDON MONEY RATES 


EMS EUROPEAN CURRENCY UNIT RATES 

Jtd 7 


Ecu csa. Rats 
(As mafetstEcu 


Change K +/- b» % spread Ohr. 

a day oen. rate v wntat ml 


JU 7 

Dm- 

ntp« 

7 days 
noft* 

One 

month 

Three 

BOdlB 

She 

mantra 

One 

nr 

Braoog 

Mart 

Btey 

Spain 

357500 

0796344 

330.121 

a7M116 

-5337 

-050D30T 

-753 

-152 

853 

1.44 

Nadtac Starke# 

73 - 5 

71-7 

7H-73 

7» - 7*S 

78-71 

B- 74 

195751 

168220 

19629 

167553 

-0578 

-0.40 

553 

530 

swing CDs 

- 

- 

73-7S 

7V% - 71 

7* -71 

?i ■ n 

Pemg* 

202582 

202535 

-0X63 

-052 

522 

Tnaaiy Ks 


- 

Di*7J 

714-74 

- 

- 

Dermatic 

7542S7 

752411 

^Q(Q22 

-024 

514 

Bank TO 

- 

- 

m-73 

7b - 78 

7b - 75 

- 

Ranee 

6.63186 

661919 

-OW228 

-0.18 

506 

mi Beauty Mps 

71-5 

7H- 71 

71-74 

71-74 

71-71 

75-73 

Balgtan 

<07844 

40.71 82 

-05189 

-516 

006 

DtaHH Martel (tops 

7£ - 7M 

7R -7h 

- 

- 

- 

- 

RnMrt 

GL01125 

650150 

-050208 

-516 

056 

UK ten g beok bn Meg rato7lipefaMi™iJm« 1 1898 

up in i i-3 3-6 

manOi aentb raadhs 

6-9 

oaten 

9-12 

moans 

Go*** 

Matte 

■ottnrtnnrti 

MOM S#4 NBi 

157738 

13511B 

222799 

157441 

138906 

222S73 

-0.00085 

-0506 

-050104 

-515 

-515 

-510 

505 

aos 

500 

Cans of Tax dep. (BiOOJUQ 

4 

6-5 

05 

625 

825 

UK 

0553644 

0565179 

+0001842 

1JB 

-T53 


cm re m w «nmr nmooo re <rt rrepeA A 

M MW rreeaf AcaadsaanS 73HX>c ECO) i 
1HB. Agnad in to km M 28. HMBnAeg 25. W 
a tpffl « jw a 1B» Staeaes kr * V 7 741DC. ta 


itotai2gc 
as in Sip Ewm tares beta ap A Jan 38 
. SdA ■ MTpt Mrasa m to eaneu ■* 
ca HUH AAto bare Jtd 1, 1BS6. 


■ THRg MOMTH SIM FOTIBICS (UffB £500900 pobw i * 100% 




Open 

S® 

92.110 

Dec 

92.160 

Mir 

92.330 

Jun 

02550 

Sep 

92.740 

Mb Hdad 

RM m Opee 


Settprfca Change 

92090 *0.020 

92130 -0930 

92300 -0-030 

asm -8030 

92710 -0940 


Hflh 

82.110 

92160 

02930 

92550 

62740 


Low 

92090 

92120 

92280 

92510 

92710 


■ Amrr SIBWLMS OFROMS (URB E500J00 pAB d 100* 


S&aw 

nice 

aens 


92376 


s«p 

— CALLS - 
Dee 

Mar 

Sep 

— PUTS 
Dec 

5D9S 

5050 

5150 

5310 

0.130 

0210 

0270 

nw 



0305 



BL A Open tot 
221Z7 168677 
18789 184750 
T7434 131493 
10618 127408 
6117 83237 


0260 


Shto 

Price 

Jui 

CAUS 

toj 

S«P 

JU 

— Pins 
Asg 

1530 

545 

126 

1.70 

051 

253 

1540 

516 

569 

132 

1.63 

2.61 

1580 

508 

560 

tin 

- 

- 


Sap 

266 


tam tori ML CA A Pare A . For tort vat to. CA afi PA A 
■ PMJjPBJHIUSE D-MRWUS OfflOHS 0ME2500 |S DM) 


Spun 

Price 

JU 

- CAUS 
tag 

sep 

JU 

— POTS — 
AUB 

Sep 

8545 

024 

053 

037 

026 

057 

573 

asB 

ao9 

041 

063 

559 

0.85 

l.aa 

0555 

505 

026 

045 

133 

120 

132 


(MAa ML, DA A PA A . ta. O*^ mw U. CA M FA M 


EW. A BW. CA 1MB3 FA 1B8P Pureoof open M. CA 4B17J Pin 301678 


■ TOME M0HH EPHOPOLLAR AM) 51m polaB Ol WOK 


BASE LENDING RATES 


Adam & Company 790 
Abd tt* Bank 1GB) 750 
OHanry Amdueher 750 
Banco Blreio Vtasopa 790 
Bari or Cyprus 790 
Bonk of Ireland 790 
BanhoMreA 790 

BankorScadand 790 
Batctaqa Bar* 750 
| BmBLUUdEM 790 
■ atom srephy* Corn 790 
CUankNA 790 

OyductABank' 750 
■n» Ca-oporatMt Banfc790 
CnKBOCo 790 

Cyprus Popular Bo* 790 
Duncan Loan M 790 


EMWrTnrst Unuad 850 
financial & Got Bank 600 
•Robert FtemOB 6 Co790 
•Qubvren Mahan 790 
Hetob Bank AG Zurich 790 
Hu mbro a Bank 790 
KottafalD & Gan bv Br.790 
C. HoareOCo 790 
Hongkong 6 Shanghai 7.K1 
inuasasc Bor* (UW Lid790 

JuPan Hodga Bank 7m 
•UoftodJcaepuS Suns 790 
Lloyds Bari 790 

MMondBardL 790 

NaWeammste 790 
•RaaBtadwre 790 
RDya) Bkof SBCdtond 790 
ScntoJi WUom Bar* 790 


•Singer & Fitodander 790 
■SmOi&WAensan 790 
Sun Bank 790 

TSB 790 

IMad Bank ol Ktwab. 790 
Unity Trust Bar* Pto 790 
Wtreeaway Lntdkw 790 
YtottoNteBark 790 

• Uarnbem cd London 
hwesonant Banking 



Open 

trt 

Daege 

nan 

Lew 

Est wa 

Open an. 

Sep 

9433 

94325 

-5005 

94330 

94330 

21.470 

508.732 

Dec 
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NOTICE OF EARLY REDEMPTION 

International Bank for Reconstruction 
and Development 

(the ■Banfc V ) 

_ Italian Lire 300,000,000.000. 

7.05 per cent. Callable Euro Medium 
Tfenn Notes due July 22, 2004 

(the "Noies") 

NOTICE IS HEREBY CIVEN ihnt aD of the outstanding Nous will be 

j 1 1 j.. n i. - - *»■» i i i mo /.i j n. ■ i ij - - 


Condition 23 of the Priang Simp If mem 
their principal rnwin i nm MHnding logei 
Optional Redemption Dale. Interest shall 


ther with accrued interest lo the 

... r _l cease to accnie on and hum the 

Optional Redemption Dale. 

Payment of principal and interest will be made against presentation and 
surrender of, respectively., the Notes and interest coupons appertaining 10 
the Notes hi the specified office of Moreau Guaranty Trot Company of 
New York, London Office or Banque Paribas Luxembourg. 

INTERNATIONAL BANK FOR RECONSTRUCTION 
.AND DEVELOPMENT 


By: Morgan Guaranty Trust Company of New York 
at Global Agent 
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£100,000,000 

9Vt per cent . Perpetual Subordinated Notes 
issued an 

31st January, 1994 
by 

BARINGS PLC 

(to liquidation m England) 

NOTICE IS HEREBY GIVEN char ar the meeting of 
the holders of the above-mentioned notes (the 
"Perpetual Notes") convened for the purpose of 
considering and, if thought fit, approving modifications 
to the terms of die Perpetual Notes and the trust deed 
constituting the Perpetual Notes relating to a proposed 
scheme of arrangement between, among others, Barings 
PLC (the issuer of die Perpetual Notes) and the trustee 
of the Perpetual Notes, and held on 6th July, 1998 atThe 
Insurance Hall, 20 Alderman bury, London EC2V 7HY, 
die extraordinary resolution proposed at the meeting 
was duly passed by tbe requisite majority of holders of 
die Perpetual Notes as an Ext r aordinary Resolution (as 
defined in the said trust deed). 

The modifications will only take effect, however, if the 
said scheme of arrangement is approved at a meeting of 
holders of USS 150,000,000 Floating Rate Capital 
Notes due 2001 issued by Boring BV, which has been 
adjourned (the date of the adjourned meeting will be 
announced in due course), and if approved by the Court. 
M.E. Mills 

joint liquidator of Barings PLC 
as agent and without personal liability 

8th July, 1998 



wten job open a saw ac court with Liod-Waldock. 

At LncJ-Wfeldock, the world’s largest discount futures brokerage 
firm, we provide the best tools to help you trade on your own. 


LIND-WALDOCK INTR0ACC0UNT 


• Charting Service 

• Futuas Magazine 

• Market Analysis HotGne 
■ Order Placement Guide 

• Traders Discount Catalog 
•and more! 
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ONLINE TRADING 


Real-time across to your accormt PIk* orders for a8 US futures 
markets. Straight-to-the-floor order routing option! 


MARGINED FX 


Global foreign exchange spot end forward currency transactions. 

LIND-WALDOCK & COMPANY 

DUBKAHT ItOUSC • B-1S CmSWELL ST. • LOHDOD EC IT 41T 


for Information In ttie UK call: 

0800 - 262-472 

www Jin d- waldock-cotn 


Futures tracing iiwohflK the risk 
of loss, even greater than the 
original investment May not be 
suitable for bH. 


London: 0171-247-1701 
dennany: 0190-618100 
Austria: 06 60 79 29 
Trance: 08 00 90 83 43 
Switzerland: OS 00 95 89 96 
Belgium: 0 800-1 84 44 
rtethertandr. 064)22-7980 
Sweden: 020-799176 
Spain.- 900984446 
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NOTICE TO BONDHOLDERS 

DELTA ELECTRONICS, INC. 

Irawj temrd wiik timiirJ bahhn mtirt lir 1m i hr RrpMk tf CA>« j 

USSllfiJNM.800 
89 per cemL Beads dee 2004 
Adjustiomi of Con version Price 

NOTICE IS HEREBY GIVEN that as a result of the distribution of 
Rods dividend! of I0094297S shares by Detet Deet ron ke. Inc. on 
July 08. 1998. the conversion price of the bonds wflL fn acc ordan ce 
with the Trust Deed dated March 6. 1997 . be ad|usced from NTS9I9 
to NT5784 wfch effect from ]uiy 08, 1998. the record due. 


JWyO. 1998. London 

By- Cdak KA (GUW Appcy* Trwc Stiwcmj. Apai B>* 
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COMMODITIES & AGRICULTURE 


Report on Iraqi exports hits oil 




MARKETS RE PORT 

By Rotxrt Connie 
and Nnoatt fiomflng 

Higher than expected Iraqi 
crude exports in recent 
weeks put a damper on 
world oQ markets yesterday. 
The bellwether Brent Blend 
for August delivery was 
down li cents at S 12.84 a 
barrel in late trading on Lon- 
don’s International Petro- 
leum Exchange. 

The United Nations, which 
oversees Iraq’s oil-for-food 
programme, reported that 


Iraqi exports averaged 2.4m 
barrels a day In the two 
weeks ending July 2. 

The level of Iraqi exports 
is sensitive because Baghdad 
Is excluded from the latest 
effort by follow members of 
the Organisation of Petro- 
leum Exporting Countries to 
restrict output 

This year Iraq has sur- 
prised other Opec oil produc- 
ers with its ability to 
increase output beyond 
expected levels. Its export 
growth is one of the main 
reasons why the original 
round of production cuts 


agreed by leading ofl produc- 
ers last March disappointed 
world oS markets. 

Although Iraq is probably 
close to its export limits, the 
UN has allowed Baghdad to 
buy $300m worth of spars 
parts and equipment needed 
for essential repairs to Its oil 
infrastructure. 

Aluminium prices on the 
London Metal Exchange 
moved away from four-year 
lows after a 3,400 tonne drop 
in exchange stocks yester- 
day. but some dealers 
suggested they might return 
to $1,290 a tonne soon. At the 


cl ffw, abiminipm for deliv- 
ery in three months was up 
$8 a tonne at $1,297. 

“The inventory move- 
ments suggest that signifi- 
cant consumer buying Is 
being seen because of the 
current low price," said bro- 
ker GNI in its daily report 

At the beginning of this 
year analysts were saying 
aluminium's prospects were 

brighter than for any other 
base metal. 

Alan Williamson, analyst 
at Deutsche Bank, said the 
announcement by Reynolds 
Metals of the US that it was 


to restart idled capacity — 
following similar announce- 
ments by Pechiney and 
restarts by Alcan and Norsk 
Hydro - did most damage to 
sentiment. “It raised the 
spectre of Alcoa and Alcan 
also restarting [an their] 
idled plant" 

Mr Williamson pointed out 
that exports from the former 
eastern bloc countries have 
also been higher than expec- 
ted while, on the demand 
side, Asian weakness has 
been deeper. There have also 
recently been signs of weak- 
ness in the US. 


Bolivian mining prospects 
lose some of their shine 

Companies already operating in the country are digging in 
and new investors are playing safe, writes Sally Bowen 
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S ome of the glitter has 
gone from the prospects 
for Bolivia's underdevel- 
oped mining industry. Three 
years ago. a gaggle of North 
American juniors were trum- 
peting possibilities of signifi- 
cant gold strikes on the east- 
ern border with Brazil. 

However, with the decline 
in world minerals prices, the 
Asian finan cial crisis and 
the virtual impossibility of 
securing risk capital for 
exploration, companies 
already operating in Bolivia 
are digging in. and new 
investors are concentrating 
on solid, rather than specu- 
lative prospects. 

One Denver-based com- 
pany is giving wide publicity 
to geological reports claim- 
ing a “six mil linn ounce" 
gold deposit in the Tipuani 
gold-mining district. But 
these deposits are alluvial 
and hard to assess. 

No one doubts that 
Bolivia, like Peru, has impor- 
tant mineral deposits. The 
problem is that, apart from 
the Battle Mountain-con- 
trolled Inti Raymi gold mine 
and Bolivar, the zinc mine 
joint venture between Comi- 


COMMODITIES PRICES 


BASE METALS 

LONDON METAL EXCHANGE 

ptaB hum tateoaoudad Metal Tradog) 
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bol and local company Com- 
sur, most operations are 
small and inefficient. 

Some of the most promis- 
ing deposits, such as the 
Cerro Rico silver mountain 
in Potash are occupied by co- 
operatives of varying 
degrees of informality. Con- 
ditions are often primitive. 

“We are still producing as 
we did in colonial times," 
says Rolando Jordan, gen- 
eral secretary of Bolivia's 
association of small miners. 
“If Bolivia can compete 
internationally on prices, it's 
because we are supplying 
labour virtually free." 

Despite an attractive legis- 
lative framework, serious 
foreign investment has been 
paltry - less than $600m in 
the past 12 years, say local 
analysts. Expenditure on 
proving new reserves has 
been almost non-existent 
and even basic geological 
information is deficient. 

However. feasibility 
studies on two new mines - 
and a mare encouraging out- 
look for silver prices - may 
breathe fresh life into the 
scene. The San Bartolome 
silver and tin deposit near 


Potosi, currently being 
assessed by Asarco of the 
US. promises good grades. 
Studies to determine invest- 
ment levels and payback 
should be complete by Octo- 
ber. Processing of between 
3,500 and 5.000 tonnes a day 
of ore is envisaged. 

Much expectation also sur- 
rounds the San Cristobal 
property acquired by the 
Soros brothers-owned 
Andean Silver Resources. It 
lies in the mineral-rich Los 
Lipiz southern area close to 
the Chilean and Argentine 
borders. More than 90,000 
metres have been drilled 
and. although grades are 
low. the deposit is highly 
mineralised. 

A gain, results of a feasi- 
bility study are expec- 
ted by the year-end. 
Analysts say investment 
could top $250m with 30,000 
tonnes a day throughput 
“Bolivia’s best develop- 
ment opportunities lie in 
polymetallic mining,” says 
Mr Jordan. “It’s more sensi- 
ble, more logical. We cannot 
expect to leap from small, 
semi-formal mining to large- 
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scale exploitation when 
there's been no real explora- 
tion for decades. We need to 
go step-by-step.” 

Many of the more promis- 
ing prospects are still on the 
books of ComiboL A commis- 
sion has been set up to price 
the properties but Comlbol 
may need to lower its expec- 
tations to attract joint ven- 
ture partners. 

The zinc-and-silver mine of 
San Vicente of Potosi, for 
example, failed to attract 
any offers last month, even 
fhnngh four companies had 
been expected to bid. 

Meanwhile, a fourth 
attempt is under way to dis- 
pose of Comibol’s Vinto tin 
and antimony smelter along 
with Huanuni and Colqulri, 
once Bolivia’s greatest tin 
mines. Four investment 
banks have presented o ffe rs 
to advise on the sell-off. 

Interested parties at one 
point included Renison Gold- 


fields of Australia, Malaysia 
Smelting Corporation. Glen- 
core of Switzerland and Bra- 
zil's Paranapanema, but all 
dropped out. Vlnto’s book 
price is $37m but eventual 
bids in an outright privatisa- 
tion may be much lower. 

Output reached capacity 
in 1981 but fell off sharply in 
the tin crisis of the late 
1980s. However, it has 
pushed back up to near 
capacity in recent years. 

Complicating Vinto's sale 
is the situation of the nearby 
Huanuni and Colqulri tin 
mines, which supply around 
a third of its raw materials. 

Under Bolivian law they 
cannot be sold outright 

Any purchaser for Vinto 
would have to sign a joint 
v ent ur e or other shared-risk 
contract with some 5,000 
often-hostile workers who 
are currently extracting tin 
''informally" and selling it 
themselves. 


Analysts 
cut metal 
price 
forecasts 

Base mgtai market analysts 
polled by Reuters have 
revised downwards substan- 
tially their price forecasts 
for 1998 because the Asian 
economic crisis lias cut more 
deeply into demand than 

expected. Beaters reports. 

The 17 analysts polled 
expect prices of all m et als 
traded on the London Metal 
Exchange, except tin, to 
be well below last year’s 
levels. 

Copper’s cash price is 

predicted to be 2> per cent 
lower at $1,798 a tonne 
against $2£74 j 5Q in 1997. 

Other average cash price 
forecasts include: aluminium 


$1,404 a tonne against $1,598. 
down 12 per cent; lead $553 a 
tonne against $624, down ll 
per cent zinc $L084 a tonne 
against $L31S, down nearly 
18 per cent; nickel $5,140 a 
tonne against $6,914, down 
26 per cent; and tin $5£87 a 
tonne against $5,642, down 
nearly l per cent 

A nrip. mari e Gardner, at 
ABN Amro, said she had 
reduced her forecasts 
because of substantial down- 
ward revisions In economic 
forecasts for Asia, particu- 
larly for Japan, and the neg- 
ative sentiment in the met- 
als markets. 

Nick Moore, at Flemings 
Global Mining, said: “The 
Asian economic maelstrom 
is the biggest threat to metal 
markets since the early 1990s 
dissolution of the Soviet 
Union." 

Robin Bhar, at Braudels 
(Brokers), said: “Metals con- 
sumption growth has been 
cut by 1 or 2 per cent for 
each metal compared with 
our previous [January] fore- 
cast” 

But the analysts suggest 
prices might start to recover 
in the last quarter of 199& ' 

“While recovery in physi- 
cal metals markets is 
unlikely this year, prices 
might anticipate improving 
fundamentals before then,” 
said Doug Upton at HSBC 
Securities. 
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NEWS J5IGEST 

amcot TORE 

Thailand imposes ban on 
inland shrimp farming 

The Thai cablnet yesterday imposed 
strtnp forming, the fastest growing sector 
SSeaqueciSB industry. The 

TOtend’s cuRured ahrimp and taunteed ** 
important step &i protecting the country’s most fertfe rica 
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Inland areas, up from noyna— ~ — — — ■ * , » - , - j. 

Set ruling says intod shrimp farms 

immediatety after thek current ~ 

Thai laid is the world’s krgesf as 

ghrimp and rice. In the past, the 

shrimp farms were confined to coastal saftwoltf 

rice^ toms dominated the freshwater paddy folds of the car* 

traJ basin and north-eastern ptains. , 

However, environmental degradation along coastal areas 

caused by poorly managed shrimp fanns fad 
over the past three yea* has wiped out large portior» of tra- 
ditional shrimp harvests. As a result, farmers bega n tru cking 
concentrated saltwater Inland, where rice paddy fiekfs were 
converted Into more profitable shrimp fanns. 

Rice formers began to protest earlier this year, sayvigtfwt 
waste water from the faims was towering their nee y»Msana 
that leakage from shrimp ponds threatened to salinate their 

paddy fields. , , , 

The Thai cabinet rejected a plea from the frozen seafood 
Industry to allow inland forming provided that ft be done with 
more expensive “closed" systems that did not discharge 
waste water. Environmentalists and rice farmers argued that 
the Thai government would be unable to enforce such regula- 
tions. 

The loss of as much as 30,000 tonnes of shrimp production 
over the next 12 months could result in higher shrimp prices 
for those farmers that continue producing in coastal areas. In 
addition, frozen seafood producers - 80 per cent of whose 
production is shrimp-based - said they would be hurt by the 
overall decline in volume. 

“We’ve got overcapacity in the industry and Increasing raw 
material is the only way out," said Sttthichai Kralsrttisjrin. pres* 
ident of the Thai Frozen Foods Association. The inland pro- 
duction has been vary welcome," he added. 

Ted Barttacke, Bangkok 


CRUDE PALM OIL _ 

Indonesia raises export taxes 

Indonesia yesterday raised export taxes for erode palm oil 
and Its by-products in an effort to stabilise cooking oil prices. 
Rahardi Rameian, Indonesian trade and industry minister, 
sakfc "There Is a fluctuation in cooking oil prices that is bass 
caily caused by the increasing export of crude palm oH and its 
by-products as the result of rises in CPO prices overseas and 
a tumbling rupiah.” 

Under the changes, the export tax on erode palm oil and 
crude olein was raised to 60 per cent from 40 per cent, tax 
on RBD palm o3 and RBD olein to 55 per cent from 35 per 
cent, and crude palm kernel oil tax to 50 per cent from 35 per 
cent 

In April. Indonesia lifted a four-month ban on palm oil 
exports that had bean aimed at stabilising the price of the 
commodity. Reuters, Jakarta 
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CROSSWORD 

N o . 9 . 72 S &t by DC^BERRY 



tori* grata 


ACROSS 

1 Dined on cheese having 
received instructions (7) 

5 Parking for crops in alle- 
gorical talc (7) 

9 Go one bettra- with perform- 
ing bard (s) 

10 Best-beloved farewell num- 
ber featuring model (9) 

11 Seduced by the bird-fend- 
er's platter (3,6) 

12 Decorous tribe overrunning 

Spain (5) 

13 Police force outside its own 
territory using old alpha- 
bet (5) 

15 Fateful European Commu- 
nity regulation having 
force O) 

18 Grudge-bearer’s after head 
of pafect host ( 9 ) 

19 Queen’s Award introduced 
on old blazer? (5) 

21 Puzzle concerning public 
transport (6) 

28 Weep for officer, one held 
by another In the cooler ( 9 ) 

25 Marine dweller's new Rati 
with natty trimmings (9) 

26 Express love, getting into 
bad habits (5) 

27 Wrinkle mid its cause por- 
teyed by family tree ( 7 ) 

28 Claim s of Liberal member 
in backwater (7) 


DOWN 

1 Rabbit on plate on royal 
shield (7) 

2 Lack ol respect for compil- 
er’s study in purple ( 9 ) 

3 Entertainment society has 
500 in the kitty (5) 


4 Submariner and toff going 
separate ways (9) 

5 On good terms with quiet 
friend ( 5 ) 

6 Operas doing the rounds? 
<4+>) 

7 Born to be a passenger, she 
vows (51 

8 Climbing ridge, bearing 
north, get left without con- 
clusion 17) 

14 How to tell the time in dry 
places? Wrong (9) 

16 In favour of con-erring one 
hasty bloomer (9) 

17 Turn and pay attention to 
the finale - it’s thoroughly 
consistent (9) 

18 Reading for the country 
girl (7) 

20 Headless insects in disorder 
17) 

21 Colour dash between Brit- 
ish and Nigerian leaders (5) 

23 Region's source of citrus 
fruit (5) 

24 Presented apprentice with 

harnmpr (5) 

Solution 9,727 
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LONDON STOCK EXCHANGE 


Footsie ends above 6,000 but looks unconvincing 


FTSEAS'Share index 


MARKET REPORT 


By Steve Thompson, 

UK Stock Market Editor 


As so often in the recent 
post, the UK equity market's 
leading 1 benchmark, the 
FTSE 100 index, encountered 
intense resistance as it pene- 
trated the 6,000 leveL 

Although posting its fifth 
straight winning perfor- 
mance. Footsie was unable 
to maintain its initial 
momentum yesterday, com- 
ing off rapidly to finish well 
below its best after bursting 
through 6,000 at the start. 

But it still managed to end 


the day up 13.1 at 6.003.-1, 
alter a late tussle between 
bulls and bears that saw the 
index drop to a session low 
of 5,985.0. down 5.3. in mid- 
afterawn. 

Dealers and fund manag- 
ers remained worried that 
the Bank of England's mone- 
tary policy committee will 
sanction another increase in 
LHC interest rates to head off 
inflationary pressures. 

“It is not only the threat of 
a rate rise that is causing 
the market problems - all 
the talk of recession and 
worries about corporate prof- 
itability is acting as a brake 
on the market. It just doesn't 


feel comfortable above 
6.000," said one marketma- 
ker. 

He also said that much of 
the talk around the City’s 
dealing rooms concerned 
news of the link-up between 
the London and Frankfurt 
stock exchanges. 

"If there were any doubts 
In London about Britain and 
monetary union at whatever 
time, they have been dis- 
pelled by this news. Pan- 
European trading, sales and 
research has come a step 
closer." 

In early trading, London 
appeared to shrug aside its 
interest rate worries, prefer- 


ring to respond to Wall 
Street’s excellent showing- 
on Monday. The Dow Jones 
Industrial Average finished 
just short of the 9,100 mark, 
in the wake of big gains in 
high-tech stocks. 

Footsie moved into top 
gear, driving ahead to bit a 
session high of 6,036.6, up 
46.3, with some dealers tak- 
ing the view that more buy- 
side programme trading 
activity was fuelling the 
surge. Since the start of the 
third quarter, a number of 
programme trades have been 
helping to move the market 
higher. 

At its best. Footsie was 


within 69.2 of its record clos- 
ing level reached on April 6 
this year. Its all-time Intra- 
day high. 6,150-5. was 
reached on April 14. 

The market's second-liners 
were generally unruffled by 
the erratic performance of 
the front-tine stocks. The 
FTSE 250 finished 14-8 firmer 
at 5.603.3 although that fig- 
ure remains a substantial 
363.3 points off its record 
closing high of 5.966.6. 

The only poor-performing 

index among the FTSE 
series was the Small Cap, 
which continued its recent 
underperformance and 

ended 3.7 down at 2,594.9- 


It was no surprise that 
telecoms stories helped the 
best stocks of the day in the 
FTSE 100 and 350 indices. 
Scottish Power eclipsed the 
rest of the Footsie constitu- 
ents, surging almost 12 per 
emit as the market enthused 
over its ambitions in the 
field. 

And Securicor, holder of a 
40 per cent minority stake in 
Celle eL was the top FTSE 
250 stock, amid revived talk 
that BT might be about to 
buy the holding. 

Turnover in equities was 
890m shares, with non-FTSE 
100 stocks accounting for 
only 47 per cent of the total. 
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Reed 
tipped as 
a haven 


COMPANIESREPORT 

By Peter John and Joel Nbazo 


With debate focusing not on 
when the economic landing 
will happen but bow hard it 
will be, defensive strategies 
are starting to emerge. 

Media stocks tend to be 
early and sensitive indica- 
tors to a downturn and 
Derek Terrington, one of tbe 
UK market's most experi- 
enced analysts, has exam- 
ined the sector's safest 
havens. 

The Teat her & Greenwood 
analyst particularly likes 
Reed, which has been sav- 
agely treated by the market 
since it announced write- 
downs linked to its travel 
business and it failed to 
merge with Woiters Kluwer 
of tbe Netherlands. 

Over the past 12 months 
the shares have underper- 
formed the FTSE All-Share 
index by 25 per cent. 

Mr TCrrington says: "Reed 
Is under a cloud and tbe rat- 
ing Is well below its estab- 
lished levels and does not 
value the company ade- 
quately despite tbe profit- 
ability and strongly cash 
generative nature of the 
business." 

The shares jumped 21 to 
575p. Among the other 
Teather picks for a cooler 
economic climate. BSkyB 


rose 5 to 45 tip. Meanwhile. 
WPP jumped 13*/, to 43lip as 
tracker funds bought stock 
to build up an appropriate 
weighting in the latest Foot- 
sie arrival. 

Trinity added 2 1 /- at 482'ap 
with Pamnure Gordon rec- 
ommending the stock. It 
said: "On a measly 13.45 
times 1998 price-earnings 
ratio. Trinity has been over- 
sold and stands 30 per cent 
below our target price of 
635p." 

Tbe market spotlight 
remained firmly lived on 
Scottish Power as a clutch of 
positive analysts' notes on 
the group's telecoms division 
boosted demand and vague 


acquisition talk did the 
rounds. 

A Scottish Power presenta- 
tion to telecom specialists on 
Monday sparked a review of 
the stock and new estimates 
of the value of a potential 
flotation for the division. 

Credit Lyonnais and Pan- 
mure Gordon advised clients 
to buy tbe stock and the lat- 
ter now has a TOOp near-term 
share price target. However. 
SG Securities was said to 
rate the stock a “hold”. 

Yesterday, the shares 
jumped 66 or nearly 12 per 
cent to 620p, by tor the best 
performer in the FTSE 100 
yesterday. Volume of 2lm 
made it one of the most 


Best and worst p e r form ing FTSE sectors 
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actively traded stocks of the 
session. 

There was speculation late 
in the day that Scottish 
Power might be p lannin g a 
£500m bond issue next week 
to help fluid the acquisition 
of several power stations. 

Shares in Anglo-Dutrh 
group Unilever retreated 
after SBC Warburg Dillon 
Read was reported to have 
downgraded the stock to 
“hold” from “add”. The 
shares fell 21 to 673p. 

The downgrade was under- 
stood to reflect valuation 
considerations, and last 
week's move by Merrill 
Lynch in which the broker 
lowered its 1998 earnings per 
share forecast citing cur- 
rency developments, 
although the team at Merrill 
believe this was partially off- 
set by a iower-than-experted 
full-year exceptional Item, 

Dark clouds gathered 
around the leading retailers 
as a broker downgraded 
profits expectations at 
Marks & Spencer, citing the 
slow pace of sales at the 
group. 

CSFB yesterday reduced 
its current-year profits esti- 
mate from El.OSbn to 
£1.06bn. Analysts at the bro- 


ker indicated they were 
reacting to “the level of 
markdoums evident in the 
stores", and the prospect of 
reduced sales growth In the 
second half of the year. 

The shares gave up 914 to 
S37'/ip following a busy ses- 
sion that brought volume of 
7.4m. Marks & Spencer bolds 
its annual meeting next 
week and specialists are 
expecting the retailer to pro- 
vide an update on current 
trading and further news on 
like-for-like sales. 
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Next slips 

Retailer Next eased 5 to 
52Sp with CSFB urging 
investors to sell the stock on 
a view that current sales 
projections from the com- 
pany are “a bit too optimis- 
tic". 

In the rest of the sector. 
Great Universal Stores fell 
12V* to 77V/«p while House of 
Fraser lost 5*4 to 162 , 4p. 
Arcadia Group were 8 lower 
at 416»/.p- 

Glaxo Wellcome lost 39 at 
£18.06 in spite of strong 
equity markets in New York 
and London. An earnings 
forecast downgrade from 
Merrill Lynch was weighing 
down the stock. 

Shell Transport trickled 
down IV* to 421 Vip as some 
brokers pointed out that, 
while a downstream Euro- 
pean joint venture with Tex- 
aco was perfectly feasible, 
the benefit to earnings 
would not be nearly as sig- 
nificant as the BP/Mobil 
deal. 


Lehman Brothers has reit- 
erated its "underperform" 
rating on tbe stock. 

BG jumped 5 per cent on 
hopes for the potentially 
vast oil resources in the 
northern section of the Cas- 
pian Sea, where it is one or 
the six companies involved 
in a production consortium. 

Russia and Kazakhstan 
have signed an agreement 
clarifying borders between 
states around the sea, pav- 
ing the way for the consor- 
tium to drill its first welL 
The Caspian contains 
reserves of oil and gas esti- 
mated at up to 15bn tonnes 
of oil equivalent and has 
been touted as the world’s 
next great oil province. 

But development has been 
held up by the absence of 
legal clarity over the status 
of the water in which the 
reserves are located. 

BG. which shares exposure 
to the region with Agip. Stat- 

011 and Total, ended 19V; up 
at 380p. It was also being 
supported by recent “buy" 
recommendations from BT 
Alex Brown and HSBC. 

Scottish & Newcastle was 
tbe worst performer among 
Footsie constituents, the 
shares falling 28 to 782p 
ahead of today's figures. 

Telecoms remained in 
demand with Dresdner 
Kleinwort Benson said to be 
positive on telecom stocks. 
Cable & Wireless Communi- 
cations rose 16 to 63T.4 while 
Telewest Communications 
gained 8 to 186p as talk of a 
merger between the two 
groups resurfaced. 

Orange were up SI to 738p. 
while General Cable put on 

12 to 293 , Ap. Vodafone Group 
improved 11% to 834‘.ip. 

Fears of yet another UK 
interest rate Increase hit tbe 
rate-sensitive building 
stocks. 

Berkeley Group was one 
of the poorest performers 
with a toll of 30‘4 to 585p in 
spite of strong full-year fig- 
ures. Rugby dropped 4 to 
104% while Wimpey slipped 
3*4 to lll’. ip. 
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NOTICE OF CALL FOR APPLICATIONS FOR A CONCESSION FOR 
CELLULAR TELEPHONY 

In the context of its strategy for liberalising and improving the competitiveness of the economy, 
the Government of the Republic of Cameroon is restructuring and privatizing the 
telecommunications sector. 
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In that framework, the Government of the Republic of Cameroon has initiated a Call for 
applications for a Concession for cellular telephony in Cameroon. 
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The concession is to be granted for a period of 15 years. The Concession holder will have the 
right to establish a GSM 900 network and to provide mobile telephone services to subscribers 
in all areas of Cameroon, subject to compliance with the terms of a concession agreemenL The 
Concession holder will also have the right to offer international services to its network 
subscribers. 
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There exists at the present lime in Cameroon one GSM 900 cellular network, 
CAMTELMOBILE. which operates under the direction of the Ministry responsible for 
Telecommunications. The strategy of the State contemplates the corporatization and 
privatisation of the activities of CAMTELMOBILE as well as those of the fixed network 
operated by The Ministry and the State Company INTELCAM. 


The network of CAMTELMOBILE presently covers the three towns of Yaounde, Douala and 
Bafoussam as well as the main roads linking them, being approximately 28% of the population 
and 10% of the national territory. The CAMTELMOBILE mobile network has presently 
approximately 4,200 subscribers. 
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A new Law governing telecommunications in Cameroon has recently been adopted. This Law 
provides that the regulation, control and supervision of the activities of operators in the 
telecommunications sector will be the responsibility of a telecommunications Board. The new 
Law establishes a modem framework for the evolution of telecommunications in Cameroon in 
a context of liberalisation, privatisation and fair competition. 

The Call for applications is addressed to all national and international investors possessing 
financial resources, know-how, expertise and experience in the construction and operation of 
GSM 900 cellular networks. The Concession holder will be required to have at least a 30% 
participation in its capital by Cameroon nationals. 

Copies of the Call for tenders, containing amongst other things, a copy of the draft concession 
agreement and the rules governing the application process, will be available against payment of 
the sum of 500.000 CFA Francs or 5,000 French Francs from either of the following: 

The President of the Technical Committee Mr. Georges P. RACINE 

For Privatisation and Liquidations McCARTHY TETRAULX 

SNI Building 1 , PEMBERTON ROW 

9th Floor FETTER LANE 

Yaounde, Cameroon LONDON, UK EC4A 3BA 

TEL: 237 23 97 50 TEL; 44 J 71 353 2355 

FAX: 237 23 51 08 FAX: 44 171 583 5644 
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EMERBING MARKET FOCUS 


More records as odds shorten on tax cuts Q 0U( j w j t jj a 

golden lining 




World equity markets drifted 
higher, albeit with some 
pockets of weakness, yester- 
day as investors awaited the 
Japanese upper house elec- 
tions and on the prospect of 
greater clarity over Tokyo's 
plans for tax reform, writes 
Philip Coggan. 

So many contradictory 
statements on tax have been 
issued by Japanese politi- 
cians and officials in recent 
days that the markets could 


be forgiven for being bewil- 
dered, But the odds seemed 
to shift back in favour of tax 
cuts yesterday - seen by 
markets as vital for restor- 
ing Japan's economic 
strength - and the yen hard- 
ened against the dollar. 

With Wall Street having 
performed strongly on Mon- 
day, the result was a positive 
tone for markets in Asia and 
Europe. Amsterdam, Brus- 
sels, Frankfurt. Paris and 
Stockholm were the latest 
European bourses to record 


all-time dosing highs. Take- 
over rumours continued to 
swirl around the automobile 
sector. 

Individual emerging mar- 
kets still suffered from bouts 
of nerves, however. The Rus- 
sian stock market was down 
more than 9 per cent at one 
stage after Moody’s, the 
credit rating agency, said 
that the country could seed 
$15bn-$20bn to avoid a 
default on its short-term 
debts. Renewed fears of a 
rouble devaluation pushed 


Treasury M3 yields 30 per- 
centage points higher to 120 
percent. 

There was also collateral 
riamag p in the Baltic mar- 
kets, with the Tallinn gen- 
eral index in Estonia drop- 
ping 8.1 per cent 

But statements from the 
International Monetary 
Fund and from Russia’s dep- 
uty prime minister and chief 
negotiator Anatoly Chubais 
that there was broad agree- 
ment on the terms for a new 
loan helped Moscow's STS 


index recover some of the 
lost ground to end A5 per 
cent lower. 

World markets continue to 
suffer a two-way pull in 
response to the Asian crisis. 
Tire effect will be to slow not 
only growth, which will be 
bad for corporate profits, but 

also Inflatio n, which will be 

good for interest rates, bonds 
and thus equity valuations. 

“The world economy will 
grow onty about 2.7 per cent 
this year, more than a per- 
centage point below the A 


per emit growth recorded 
last year, and the slowest 
since 1993," according to the 
team at IMG Barings. 
“Almost all of the slowdown 
will reflect the impact of the 
turmoil in south-east Asia, 
where GDP is expected to 
decline 6.7 per cent" 

ING expects the Asian 
affect to be long-lasting, with 
world growth at just 3-3.5 
per cent in 1999 and 2000. As 
a consequence, inflation will 
rim at dose to L5 per cent 
over the next three years. 


Dow lifted by Airlines let bourses take wing 
earnings 
statements 


02 


BIR0PE 


AMBUCAS 


Blue-chip stocks opened 
slightly hi gher in thin trad- 
ing as investors focused on a 
spate of second-quarter earn- 
ings a nn ouncements, twites 
WUtiam Lewis in New York. 

The Dow Jones Industrial 
Average moved np 4633 to 
9,138.10 and the broader 
Standard ft Poor's 500 index 
nudged up 138 to 1,15821. 

However, the Nasdaq com- 
posite index, which includes 
key technology stocks, fell 
5.09 to 1,90438 as investors 
moved to take profits follow- 
ing the recent strong perfor- 
mance of Internet stocks. 
Yahoo! was down $4% at 
$194%. a £jD of A3 per cent 
Zapata, which on Monday 
announced It ha/i acq uired 
or Invested in 21 internet 
web sites, moved lower after 
leaping *11% to $21% on 
Monday. The shares fell $2% 
to *19ft. 

Transport stocks saw 
strong gains, with United 
Airlines stating that second- 
quarter profits would exceed 
analysts' expectations and 
that its third- and fourth- 
quarter earnings would be 
“generally consistent" with 
Wall Street estimates. Its 
shares gained $3ft to $88. 

Elsewhere, Venator, the 
retail group formerly known 
as Woolworth, warned of 
second-quarter losses and 
also said that foil-year earn- 
ings would be substantially 
below expectations. Its 
shares fell $2% to 
Sports Authority, a sports 
store chain to be acquired by 
Venator, warned of a decline 
for second-quarter earnings 
per share and came off $1$ 
to $14%. 


AT&T continued to 
rebound following recent 
investor concerns about its 
Tplw^n mmiiniraHnns take- 
over. In morning trading it 
rose A or 1-93 per cent to 
*55%. 

Al uminum Company of 

America, which traditionally 
is the first major US corpora- 
tion to report quarterly earn- 
ings. came in substantially 
above analysts' expectations 
at $1224 against the $1.15 that 
analysts polled by First Call 
had been expecting. The 
shares jumped $3% or 5.6 per 
cent to $68%. 

TORONTO continued to 
push higher in early trading, 
helped by a good morning 
session for the heavyweight 
golds sector. 

Barrick Gold added 90 
cents to C$2820 and Placer 
Dome rose 70 cents to 
C$17.15. At the noon count, 
the 300 composite index was 
UP 30.53 at 7,465. 

Banks stayed in demand 
and there was good buying 
among selected industrials. 
Royal Bank of Canada added 
20 cents to C$90.55 and Bank 
of Nova Scotia improved 15 
cents to C$38.30. 

Among industrials, Alcan 
Aluminium turned in one of 
the morning's stronger per- 
formances. rising C$1.05 to 
C$4 L35. BCE gained 65 cents 
to C$63.60. 

Within a busy media sec- 
tor. Shaw Communications 
surged to C$36 at the open- 
ing bell before ending the 
morning up 75 cents at 
C$3350. 

Gulf Canada failed to 
escape the broad global 
weakness for oil stocks, slip- 
ping 20 cents to C$6.90, 
although volumes were dull 


Bovespa kicks off higher 


SAO PAULO put In a strong- 
performance at uidsession 
as investors cleared their 
desks and the bourse pre- 
pared to close two hours 
early to allow traders to 
watch the Brazil-Netber- 
lands World Cup soccer 
semi-final. The Bovespa 
index was 188 higher at 
10,206. 

MEXICO CITY moved 
ahead at midday as *ha mar- 
ket found reassurance in a 
stronger yen. The IPC Index 


traded 78.31 higher to 
4,490,19. 

Among individual issues, 
market bellwether Telmex L 
shares gained 30 centavos to 
21.55 pesos. 

Gainers included house- 
hold goods Vetsi&r Elektra 
CPO shares, up 30 centavos 
to 9.80 pesos. Entertainment 
concern CIE B shares 
advanced 70 centavos to 
27.25 pesos, while Cemex 
CPO shares were up 90 cen- 
tavos to 97 pesos. 


Airline stocks took off across 
Europe on a day that 
brought another succession 
of record highs to bourses. 

Lufthansa soared to an 
all-time high in Frankfort 
after Warburg Dillon Read 
and US investment bank 
Merrill Lynch upped their 
price targets. The shares 
rose to a high of DM55 before 
edging back to dose DM3.60 
up on the day at DM54.80 as 
Warburg raised its price tar- 
get to DM65. 

ELM rose more than 8 per 
cent to an all-time peak after 
the airline said it was buy- 
ing the r emaining minority 
stake held by the Dutch gov- 
ernment. The group said 
that the buyback would 
boost 1997/98 earnings per 
share by 15 per cent 
The shares jumped to a 
peak of F] 92-50 before set- 
tling back to close FI 5.90 
higher at FI 91.4a Analysts 
said, however, that the ini- 
tial knee-jerk reaction may 
have been overdone since 
the stock had already seen 
gains on expectations that 
the company would use 
excess cash on a buy-back of 
shares held by the public. 

SAir Group picked up 
SFT7.50 to SFM96 in Zurich 
after the group said that the 
flag-carrying Swissair had 
signed a code-sharing alli- 
ance with JAL of Japan. 
SAir Group remains in talks 
to buy a stake in the Ger- 
man Charter airline LTU. 

In Milan. Alitalia traded 
L204 Higher to L6.430. Salo- 
mon Smith Barney has initi- 
ated coverage of the stock 
with an outperform rating 
and set a target price of 
L7.000. 

Andrew light at Salomon 
said he remained mildly pos- 
itive on the European airline 
sector because of better- 
tban-expected traffic growth 
so Car this year and encour- 
aging news about the prog- 
ress of cost reduction pro- 
grammes. 

Asian traffic weakness, he 
said, was being offset by 
European and North Ameri- 
can economic strength. Mr 
Light added that the biggest 
risk to the sector would be a 
global recession, although he 
noted that airlines were 
reducing their cyclical expo- 
sure by lowering break-even 
points significa ntly. 

FRANKFURT closed at a 
record high, although the 
Xetra Dax index once again 
failed to break the 6.000 bar- 
rier. The index, which 
peaked at 5,998.92, closed 
33.82 higher at 5,975.88. 
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Preussag outperformed, 
rising DM42 at DM718, as the 
market digested last week's 
news that the group was 
refocusing its tourism and 
logistics activities. 

Retail shares were strong, 
with Karstadt up DM2720 at 
DM93420. Metro rose DM225 
at DM11120 after the group 
announced the sale of its 
Vobls business and said it 
expected foreign sales to 
double in the coming year. 

BMW Stood out among the 
carmakers with a rise of 
DM81 to DM1258- 
PARJS witnessed a strong, 
volume-driven run for 
Alcatel Alsthom Hmt helped 
lift the CAC 40 index to 
another record. The bench- 
mark ended up 21.99 at 
4233.09. 

Alcatel Alsthom, which 
joined Salomon Smith Bar- 
ney's favoured list of global 
stocks on Monday, rose 5.6 
per cent in heavy volume. 
The shares gained FFr71 to 
FFrl.340 in turnover of 
FFr2.4bn. 

Bouygues jumped FFr63 to 
FFr1490 on talk of an immi- 
nent share buyback. Drugs 
group Synthelabo fell FFr20 
to FFr995 following a down- 
grade by Morgan Stanley 
Dean Witter that cut its tar- 
get price to FFrijna 
AMSTERDAM nudged up 
to a record high, closing 
with the AEX index up 4.00 
at 1245.73 in spite of marked 
weakness for Unilever and 
Royal Dutch and a dull day 
for Dutch techs. 

Unilever ran Into selling 
fallowing a broker down- 
grade. Warburg Dillon Read 
moved from add to hold and 
the foods giant fell FI 320 to 
FI 165.40. Royal Dutch 
tracked softening global oil 
prices with a decline of 
FI 120 to FI 11L 
Techs were hit by the 
news of losses at BE Semi- 
conductor which fell 80 cents 
to FI 17. Baan lost FI 220 to 
FI 8020 and ASM Lithogra- 
phy came off FI 1 at FI 6818 


Akzo Nobel was a strong 
market, gaining FI 340 to 
FI 11860, and selected finan- 
cials were in iipmawH 
Aegon gained FI 4 to 
FI 18720. Oce was firm ahead 
of tomorrow's results state- 
ment, adding 50 cents at 
FI 8828 

ZURICH’S rally ran out of 
steam after six record- 
setting sessions and the SMI 
index closed virtually flat, 
down just &o at 81680. 

Financials consolidated 
gains made in recent ses- 
sions, while rfigmfcaifi and 
pharmaceuticals were firmer 
with Roche certificates gain- 
ing SFrl20 to SFrl52S0. 

Nestle gave up SFr20 to 
SFr3.372 as profits were 
taken and as two private 
banks reduced their ratings 
after the stock reached tar- 
get prices. 

ABB rose to an early 
SFT2.475, but also saw profit- 


taking that took the share 
down SFne to sfe2,428 

Holderbank jumped SFr73 
to SFi2,140 as one US broker 
reiterated a strong recom- 
mendation. 

MILAN closed higher on 
selective buying, but off its 
highs as investors kept a 
cautious eye on Wall Street. 
The real-time Mibtel index 
turned back from an intra- 
day high of 24266 to finish 
237 higher at 24,460. 

Olivetti rose L92 to L3.058, 
supported by recent research 
that sets target prices well 
above 12,008 

Montedison apd Fondiaria 
remained in focus after spec- 
ulation on Monday that their 
parent company. Compart, 
may be planning to reorgan- 
ise the group. Montedison 
rose 123 to 12264, Fondiaria 
climbed L336 to 141204 and 
Compart was 1.13 higher at 
14,726. 

STOCKHOLM touched 
another record high. Portfo- 
lio switching was said to 
have got behind Ericsson, 
which rose SKr4.50 to 
SKr347.50 ahead of results 
from US techs leader Moto- 
rola. 

Trucks group Scania 
jumped to SKr220 before set- 
tling SKi7 higher at SKr216 
on rumours of a link with 
Volkswagen. The general 
Index Inder 2848 higher at 
880885. 


Written and edited by 
Morpra, Jeffrey Brown, EmSco 
Tarazmo and Pad Grogan 


Investors in South African 
goM shares have token the 
rand’s collapse against the 
dollar as the signal for a 
frenzied buying spree. 

While most investors in 
Johannesburg bemoaned the 
embattled rand, followers of 
gold shares have been cele- 
brating. In the six trading 
days to Monday, the golds 
index soared 43 per cent to a 
12-month high of 1,352.7. 

Golds slipped yesterday as 
the rand rallied and profit- 
takers moved In. but ana- 
lysts. who have been busily 
upgrading warning s forecasts 
for the sector, believe the 
rally has farther to run. 

Some brokers expect the 
gold index to climb to 1200 if 
the rand remains under pres- 
sure. In March, when the 
rand was trading at R5 to 
the dollar against R6.75 now, 
the gold index stood at 672. 

“The market has dis- 
counted an exchange rate of 
R6 to the dollar, so there is 
still some way to go. We are 
looking at enormous profit 

gains for the mines," said 
Gerhard Kemp, BOE Securi- 
ties gold analyst. 

Not all mines would bene- 
fit to the same extent from 
rand depredation, as much 
depended on their hedging 
strategies, he said. Some 
mines were locked into a 
specific rand gold price on 
some or most of their pro- 
duction and would not bene- 
fit as much as unhedged 
mines or those that followed 
a flexible hedging policy. 

Ian Balllngton, Investec 
Securities analyst, said 
Anglogold, with share price 
gains of about 30 per cent 
this month, followed a flexi- 
ble hedging strategy. “It 
operates its hedge book in 
both rands and dollars, thus 
gaining from the currency 
depredation.” 

At an average rate of R82S 
to the dollar for the next 
quarter, Anglogold should 
notch up paming g of R2122 
a share - about 18 per cent 
higher than at R5.75. 

Some analysts believe 
Anglogold shares to be folly 
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priced and that investors 
would find better value else- 
where in the sector. Gold- 
fields, which is unhedged, 
has been partly left behind. 

“Goldfields offers excep- 
tional value. It still has sig- 
nificant restructuring to do, 
and investors who get in 
now stand to benefit," said 
Rob GlUan, analyst at stock- 
brokers £ W Balderson. 

He disagreed, however, 
with the view that Anglo- 
gold was necessarily folly 
priced. “Anglogold is being 
re-rated as a global player. A 
listing in New York is on the 
cards, and it is justifiable 
that it should trade at a pre- 
mium to net asset value." 

Mr Gfllan regarded Anglo- 
gold and Avgold as the only 
two counters that repre- 
sented value in the long 
term. Avgold’s Target proj- 
ect would have exceptionally 
high grades »nd low costs 
when it came on stream 

Marginal gold mines have 
also experienced sharp share 
price growth. As they have 
held capital expenditure to a 
minimum, they are expected 
to use the extra revenue 
from the higher rand gold 
price to upgrade assets and 
develop ore reserves. 

Harmony, op 20 per cent 
this month is a dear favour- 
ite, and Mr Gillan predicted 
Harmony would produce 
“significant profits" In the 
September quarter. 

Greta Steyn 


CONTRACTS & TENDERS 


Banks restart Tokyo’s climb 


^P^|RG 

Investors awaited news in 
TOKYO of a government 
plan to reform Japan’s bank- 
ing and tax system, and the 
market saw another day of 
heavy trading and specula- 
tion in undervalued stocks, 
writes Alexandra Harney. 

The Nikkei 225 average 
rebounded slightly, closing 
up 65.83 at 16,416.28 after 
breaking an eight-day series 
of gains on Monday. The 
index moved between 
1625425 and 1625122. The 
Topix Index of first-section 
stocks closed up 6.36 to 
1264.81. 

Volume continued to be 
heavy at 550m shares traded. 
Gainers outnumbered losers 
698 to 448 with 140 stocks 
unchanged. 

The banking sector, which 
has recently attracted Inves- 
tor attention because of 
hopes for a solution to the 
banks’ bad loan problems, 
finished up 12 per cent 

The Long-Term Credit 
Bank was among the most 
heavily traded shares, gain- 
ing YS to close at Y68 Dai- 
ichi Kangyo Bank improved 
Y25 to Y568 

Nissan Diesel soared 27.4 
per cent or Y80 to Y372 on 
reports that it would build 
fuel-efficient engines for 
Daimler-Benz, the automo- 
tive group that is in merger 
talks with Its parent com- 
pany, Nissan Motor. The 
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company denied the 
rumours. 

Osaka also finished 
higher, with the benchmark 
average gaining 47.21 to 
17,180.58. 

JAKARTA picked up 2.9 
per cent, led higher by 
strong demand for state- 
controlled companies on 
expectations that the govern- 
ment might soon announce 
further sell -offs. 

The composite index 
closed 13.4 higher at 48326 in 
turnover estimated at 
Rp520bn. 

Semen Gresik, the state- 
owned cement group, 
jumped Rp3200 or 35 per 
cent to Rpl2250 when the 
share resumed trading after 
last Wednesday's suspension 
as the government finalised 
details of a disposal of its 
stake in the flnn- 


State-owned mining com- 
panies T am ha rig T imah and 
Aneka Tam bang were also 
higher. Timah rose Rp475 to 
Rp7,525 and Aneka Tambang 
surged Rp225 to Rp2,050 on 

talk of divestments. 

HONG KONG was nudged 
down by losses in property 
shares and red chips, while 
utilities inched ahead. The 
Hang Seng Index dosed 3924 
down at 8,444.18, its low for 
the day, in very weak turn- 
over of HK$3bn. 

Cheung Kong lost 80 cents 
or 2.1 per cent to HK$36.70 as 
the market assessed the 
company's announcement 
that it would put another 156 
apartments in its Tsing Yi 
Island project od the market, 

SEOUL jumped on lower 
bond yields, and the retail 
buying supported the Kospi 
index - up 728 or 2.6 per 
cent to 317.50. 

The decline in long-term 
interest rates prompted indi- 
vidual buying of shares- SK 
Telecom rose Won31,500 or 7 
per cent to Won469,000 and 
Kepco gained Won 100 to 
Wonl5,450. 

Shares in the Samsung 
group strengthened follow- 
ing golfer Pak Sen's victory 
in the US Women's Open 
championships, as the group 
had signed as her sole spon- 
sor until 2008 Samsung Elec- 
tronics rose WonSSO to 
Won47,000 and Samsung 
Securities rose by its daily 
limit of WonTOO to Wong ,540. 


SINGAPORE was 
depressed by prospects of 
the country falling into a 
recession next year. The 
Straits Times Industrials 
index fell 1223 or 1 per cent 
to 142548 after Gob Cbok 
Tong, the prune minister, 
warned that the possibility 
of a recession next year was 
high. 

Property companies were 
lower with City Develop- 
ment down 6 cents to S$424, 
white foe Malaysian finance 
company MBF Capital lost 
2.5 cents to 252 cents. 

WELLINGTON fell back 
on profit-taking. NZ Telecom 
lost 5 cents to NZ$823 and 
Carter Harvey Holt 6 cents 
to NZ$2.05. . 

Fletcher Energy stayed in 
demand following recent 
positive broker comment. 
The shares added a forther 6 
cents to NZS28 The 40 capi- 
tal index ended 2122 or l per 
cent lower at 2,06723. 

SYDNEY remained wedged 
between dull resource stocks 
and upbeat banks and indus- 
trials. The All Ordinaries 
index added 172 at 2.789 2. 

Brambles rose 65 cents to 
A$34.40 and CoreKkria Ama- 
tfl 81 cents to AS1249. ANZ 
Bank added 22 cents to 
A$1L79. 

Among resource leaders, 
BHP gave up 16 cents to 
AS13.92. SGIO Insurance 
crashed 9 cents or 72 per 
cent to A$l.l6 after a loss 
warning. 
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PUBLIC ANNOUNCEMENT 

regarding the submission of letters of intent for the purpose of participating 
in the privatisation of the Telecommimications National Company 

ROMTELECOM SA, 

The .STATE OWNERSHIP FUND, acting-on behalf of the. Romanian State, is offering for purchase by direct negotiation 
according to the provisoes of the Emnwrocy Governmental Ordinance no. 88/1997 of foe privatisation of commercial 
rompames, as approved bylaw no. W1998 rime Methodological Norms approved by Gm^smneat Deoaon no. 55/1 99S and 
of foe State of Ownership Fund s mand ate, regarumg .the terns oF the negotiation for foe privatisation of foe 
Ttfero ^ ROMTELECOM SA, approved by Government Decision do. 338/1998, a sale of 


□ Registered Office: Bucuresti, Bd. libertatii, nr. 14, sector 5, cod 70060. 

□ Fiscal Code: R 427320. 

□ Registration do. at Commercial Register Office: J4CV8926/1997. 

O Issued stock capital according to the latest records 

at foe CommSSSScffice: 1,959,085,100 thousand ROL 
O Turnover in May 31, 1998: 2,027,441,180 thousand ROL 

□ Net profit in May 31, 1998: 424,073,233 thousand ROL 

O Main i “ ' ^ 

services. 

O Shareholding: 10096 owned by the State Ownership Fuad. 


** ^ 0wner ^ l *P Fnnd^s headquarters, foe 

Such entities are required to meet the following prequabficatkn criteria: 

0080021 you, 

° SEssae^^sMP 5 ^^*^' 



Upon subnrissioQ of the LETTERS OF INTENT, foe interested parties are required to present the following documems: 

foe^ “ 

most needs Amaal Report metuoing financial statements for foe latest financial vear 
foe fiat of foe physical persons apfoorized to represent them before the Stale OvnteisfaiD FmuL- 

nffw rinmrnMifwhnn rffcmnnsfratnw nmrmtianr* witti rfu» iwanmlrfimiM. • 1 



following tfenraHiaaa^ 


The final offers shall be submitted nobler than September 30, 1998; UL0O boors in a sealed 
Ownership Food’s headquarters located at6 Stavropolfios St, Sector 3. Bucharest -the** 


at the State 





